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GENERAL 


New Foreign Policy Trend in Post-Cold War Era 


9/CM0340A Hong Aung CHING PAO (THE 
MIRROR] in Chinese No 164, 10 Feb 9/1 pp 54-56 


[Article by Huang Zhilian (7806 2655 6647), chief lec: 
turer, Rectciany Dunastmens. Hong Kong Baptist Col- 
lege, and director of the Hong Kong Asian-Pacific 2) 
Association. “China's Century-Spanning Diplomatic 
Problems”’| 


Teat) China's diplomacy during the period immediate) 
fore and after the year 2000 will operate at the highest 
level to promote an open, plural, broad, and lively inter 
national situation Large and small countries will be able 
to set their own programs as their national circumstances 

dictate, developing multilevel, multifaceted cooperative 

a al activities on the basis of equality and mutual 

! 


Chinese Diplomacy Enters a New Stage 


The decade of the 1990's might be said to be the 
beginning of a new stage in China's diplomatic activities 
and foreign policy 


In a certain sense, this “beginning” contains both an 
element of inevitability as well as an clement of chance 


Let us speak first about the “element of chance” by 
which is meant the sanctions of Western capitalist coun- 
tries against China at various levels and in the different 
fields of politics, economics, culture. and education that 
were set off by the 4 June incident. These sanctions 
seriously set back foreign relations. which had been 
thriving during the 1980's. As a result, the Chinese 
vernment was forced to make policy readjustments 
— in the summer of 1990, the or entation of 
activities, particularly diplomatic relations with the 
Third World, surged ahead for a time and major achieve- 
ments were made. As a result, the West's sanctions 
against China seemed to lose their luster and were 
deprived of their anticipated force One year later. the 
West course. It took the lead in repealing the 
sanctions an all-around improvement in relations 
with China. This may have been spurred by the close 
— displayed between Third World countnes and 
ina 


Now, let us take up the “inevitable clement” in China's 
foreign relations entering a new stage By this 1s meant 
that as a large developing country, or rather as a devel- 


oping socialist country, China's foreign policy must 
make a “basic commitment” to the Third World 


Actually, the 4 June incident alone was not enough to 
force China's ign relations into a new stage. In a 


certain sense, the “ European disturbances.” which 
had something to do with it, as well as the “major 
evolution” —the conciliation between the two super- 
powers, the United States and the LUSSR—which gave 
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impetus to the “East European disturbances,” were the 
major driving forces for the Chinese to “change course 
and sirike out on a new path.” 


The situation was very clear. The end of the 1980's and 
the beginning of the 1990's (if one looks back after 
several decades) held important significance. One * 
say it was a historical turning point for mankind. By this 
is Meant announcement of the dismantling of the cold 
war system by which the United States and the USSR 
dominated the world that was founded on the “Yalta 
Agreement,” and which had endured since 1945. How- 
ever, a new international political and economic pattern 
and order was yet to be built, Consequently, a transi- 
tional and highly ambiguous “post-cold war era” was 
entered, which was, in a certain sense, also a new era of 
“leaving Westernism * 


The Mission of China's Foreign Policy 


Therefore, during the summer and autumn of 1989, 
China’s foreign policy may sll have been a purely 
“defensive policy,” by which is meant gaining Third 
World political support to resist and cancel out Western 
countnes political and economic pressures, and even 
more to protect socialist ideology and its organizational 
system during the “East European disturbances.’ How- 
ever, circumstances produced pressures. With the advent 
of the 1990's, a fundamental challenge was being faced, 
namely meeting the “post-cold war period.” China had 
‘to make some headway—sudden headway—at all levels 
and in all regards in its domestic and foreign relations 
ideas, theones, onentation, policies, and organization, as 
well as in its specific ways of doing things. Within the 
shortest possible time, it had to produce a body of new 
and generally workable things. a brand-new cultural 
system that differed from that of West Europe, North 
America, the USSR, and East Europe. China truly faced 
a situation of “not being able to take one’s time, but 
making every minute count” 


In ovher words, a “desperate situation” was faced in 
foreign affairs work The Chinese were now faced with 
no longer repairing the remaining scars of the 4 June 
incident. and no longer explaining the ups and downs of 
the “East European disturbances.” but developing a 
foreign policy to shake off the remnant influences of the 
cold war system, and to move toward a 2/st century 
onentation and specifics in foreign affairs activities. Its 
mission was to build a completely new, enlightened 
Chinese service within a “distinctively Chinese social- 
ism,” in order to create external factors favorable to 
China's smooth development. It was also so that in 
facing the world, as a major political and economic 
power and a large civilized country, China would be able 
to discharge its historical responsibilities in the creation 
and development of new international political and 
economic patterns, and a new regional order and inter- 
national order' 
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Major lrends in China's Future Foreign Relations 


What major trends will there be during the neat 20 to 40 
years in China’ diplomatic activities and foreign policies” 


Obviously, China's foreign relations will have their own 
special historical mission during this period, the main 
ingredients of which could be as follows: 


First is coordination between national defense and 
public order units in joint efforts to maintain national 
security, territorial integrity, and internal order, 
avoiding or reducing foreign interference and threats. 


Second is continuation of the line of reform and opening 
to the outside world that has existed since the Third 
Plenary Session of the | ith party Central Committee for 
the creation of factors outside China favorable to 
progress in China's modernization. In other words, this 
means dealing in a timely, effective, and flexible manner 
with foreign affairs matters and international relations 
having a bearing on reform and opening to the outside 
world, and on progress in the four modernizations. 


Third is smooth development during the transitional 
period in recovering sovereignty over Hong Kong and 
Macao, as well as making an auspicious beginning in the 
“one country, two systems” $ to maintain close 
cooperation between China and the United Kingdom. 
and between China and Portugal. Furthermore, since 
both Hong Kong and Macao are international metropo- 
lises during the recession period, Hong Kong and Macao 
problems will be an issue in international politics. Dip- 
lomatic and foreign relations problems requiring han- 
dling will be numerous. 


Fourth is handling Taiwan's international position and 
problems involving the character and form of its inter- 
national activities. Since the Taiwan authorities long to 
move ahead with a foreign policy as an independent 
country, generally moving ahead in a countercurrent 
from “one country, two governments” to “two countries, 
two governments,” work in this regard will sometimes 
see sharp political conflicts and international clashes. 


Fifth us the creation of favorable international cond:- 
tions for progress in the peaceful unification of China. 
making international society understand. make allow- 
ances for, and provide support for this task. At very least. 
they should maintain neutrality, not creating obstacles 
Should a situation of saber ratthng and armed clashes 
occur in the unification process, large-scale diplomatic 
activity will be required to handle the international 
shock to prevent the internationalization of a domestic 
issue, or the creation of unfavorable effects on the 
international pattern and the regional order. 


Sixth, with regard to China's regional development 
strategy. various activities involving foreign affairs or 
foreign nationals—such as developing China's coastal 
regions. Hainan Island, and special economic zones— 
will have to be conducted at the central government, 
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provincial and autonomous region, and local levels 
Thus, more detailed development work will be required 
for diplomatic activities and foreign affairs policy ideas, 
theories, policies, and modes. 


Seventh, with the advent of the 2ist century, all juris 
dictions in China must further explore the situation in 
provinces and regions in the border regions of sur- 
rounding countries in terms of circumstances in their 
own province and region, combining the two to formu- 
late a trade policy and industrial structure that cuts 
across national boundanes. This is bound to occasion 
numerous problem: for diplomatic activities and foreign 
policy. It will require a series of novel ideas, theories, 
policies, and organizations, as well as personne! to deal 
with the problems that this economic cooperation occa- 
sions 


Eighth, 11 1s estimated that as a result of the impact of the 
retrocession of Hong Kong and Macao, and progress in 
unification, between 2 million and 3 million people from 
Hong Kong. Macao, and Taiwan will emigrate abroad 
(mostly to North America, Australia, and Southeast 
Asia) between the 1980's and the beginning of the 21st 
century. Furthermore, according to pertinent agreements 
and international law, these foreign citizens of Chinese 
origin have the mght to return to the aforementioned 
Chinese areas for long-term residence and to conduct 
social activities (and even political activities), This will 
give rise to a series of completely new and complex 
international exchange situations, as well as foreign 
policy problems. As an example, the policies of the 
Chinese central government, individual special admin- 
istrative region governments, and other provinces and 
regions will have to protect the rights and interests of this 
returning flow of people, and care will have to be taken 
in handling problems involving reactions from the coun- 
tries in which they have become citizens. Therefore. 
given the concepts and framework of the “Cathaysian 
system,” this aspect of work become an important, 
integral part of Chinese diplomatic activities and foreign 


policy 
The International Responsibilities That China Must 
Dischary¢ 


The aforementioned eight matiers, we believe to be ones 
that China's foreign policy must address during the 
penod just before and after 2000 in order to advance 
China's national intereste. Furthermore, as a great 
nation, China's foreign policy must also discharge 
responsibilities for international society as follows: 


First, China must make new infusions of ideas, direc- 
tion, policies, personnel, and ways of doing things into 
international agencies (or organizations), and it must 
assume a greater economic, manpower, and materials 
commitment. This is a matter of doing more for the 
organization, operation, and functioning of the United 
Nations. Iraq's August | 990 invasion and swallowing up 
of Kuwait showed that the United Nations 1s able to play 
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a more important role in maintaining international 
order during the “post-cold war period.” 


Second, with the end of the cold war system of US. 
Soviet hegemony, how to restructure the international 
political and economic pattern, and to establish another 
macrostructure that does not serve the interests and 
operate at the will of the big Western powers, that is 
relatively fair, equal, just, and effective, is a major issue 
that China and all countries of the world face 


Third, the Third World countries that have appeared 
from the 1950's to the 1970's will face serious political, 
economic, social, ethnic, ecological, and other chal- 
lenges. Internal insurrections and regional strife (leading 
to small-scale wars) may occur in an endless stream. 
With regard to these worrisome issues of fundamental 
importance for survival and development, China obvi- 
ously has a special obligation to make an unprecedenied 
major contribution in theories, policies, and handling. 
The reason is that China firmly believes itself also to be 
a Third World “developing country,” and that the Third 
World countries are a “principal commitment” of its 


foreign policy! 


Fourth, cooperation with and support for Third World 
countries is even more fundamental. Actually, it 1s an 
issue of China's peaceful coexistence with and common 
development with the countnes (and territories) on its 
borders, particularly in Southeast Asia, South Asia, and 
the Middle East, as well as Central Asia. In other words, 
China can provide some of the important external fac- 
tors for their internal change and modernization, thereby 
enabling the Asian-Pacific region to thrive during the 
2\st century. 


In short, discussion of China's foreign policy during the 
coming century is, as Zhou Enlai said following founding 
of the People’s Republic of China, a matter that involves 
how to make “diplomacy” a “scientific and systematic” 
discipline, and a ‘“sinicized” discipline 


“Although we can translate books on diplomacy from 
several fraternal countries and the USSR. or translate a 
number of bourgeois countnes’ books about diplomacy. 
the former can only serve as a guide, and the latter are 
not scientific from a Marxist-Leninist standpoint. Only 
after collation from a Marxist-Leninist point of view can 
they be termed scientific. We may select a number from 
the former source, but from the latter source, we can only 
glean some technical references. We must sinicize diplo- 
macy, but we cannot do that yet...” 


Two problems are involved here: The first is how to 
establish a scientific, systematic, sinicized “diplomacy ” 
The other is development of a distinctively Chinese, 21st 
century-oniented foreign policy. Running through both is 
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the establishment and development of a Chinese diplo- 
macy that is “devoid of the cold war era,” a Chinese 
foreign policy, and a new diplomacy and new interna. 
tional politics at the international level (1.¢., each coun- 
try’s century-spanning diplomacy and foreign policy) 


Substance of Chinese Foreign Affairs Activities 


Thus, the thrust and the substance of Chinese activities 
in the diplomatic and foreign policy realms may be in the 
following several main regards 


First, in the wake of the “Beijing disturbances” and the 
“East European disturbances,” the people of China and 
of some other countries are more committed to Marx- 
ism-Leninism and socialism, however, as two major 
ideologies and social systems, socialism and capitalism 
will have more links, exchanges and cooperation, as well 
as conflicts and competitions, and they will also have 
closer relations. The Chinese “first stage of socialism 
doctrine,” its “one country, two systems,” and the spe- 
cial economic zones model more concretely reflect such 
a tendency in world development. 


Second, in the “post-cold war era,” there will no longer 
be a sharp division in the existence and operation of 
capitalism and socialism, with two large diametrically 
opposed camps taking shape Thus, advances will be 
made as well in ideas theories, policies, organization. 
personnel, and ways of doing things. The “black or 
white, either... or duality will not continue to control.” 
This kind of absolutism, which exists in Western civili- 
zation, and which has hurt the world in ways too 
numerous to record, was visible in the perniciousness of 
US. and Soviet confrontation. Therefore. people with 
vision in the world should seck ways to show their 
talents. 


Third, in actual political work, all countries (particularly 
developing countries) must shape a “three-way combi- 
nation” from socialism, capitalism, and their national 
traditions as their national circumstances warrant 
absorbing knowledge for the formulation of develop- 
ment policies as well as social forms, and not practice the 
cold war formula A to Z. 


Therefore, the operation at a high level of China's 
foreign relations in the period just before and after 2000 
will promote an open, plural, broad, and lively interna- 
tional situation. No longer will the special onentation 
and interests of certain western countries hold sway with 
thed building of new blocs that are antagonistic to cach 
other in theory and practice. Instead, countnes large and 
small will be able to set their own development strategy 
as their national circumstances warrant, developing mul- 
tilevel, multifaceted exchange and cooperation on the 
basis of equality and mutual benefit. 
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Academic Versus Political Criticism Analyzed 
VIC MO348A Beying ZHENLI DE ZHUIQIU 
/PURSUIT OF TRUTH] in Chinese No 2, 11 Feb 91 
pp 29-30 


[Article by Liu Qian (0491 6197), affiliated with Beying 
Normal University; “On ‘Academic Criticism’ and 
‘Political Criticism’) 


[Text] Today, we still have a lot of work to do to weed 
out the effects of bourgeois liberalization in the ideolog- 
ical realm, but one problem deserves special attention, 
and that is how to handle properly the issue of “political 
criticism”? If not handled correctly, it will undermine 
our effort to weed out the effects of bourgeois liberaliza- 


tron in the ideological realm. 


“Political criticism” refers to the act of exposing the 
errors in political ideology and political attitude, ana- 
lyzing the source of those errors, and pointing out the 
dangers of those errors in the objects of criticism from 
the political point of view. Ordinarily, in the struggle to 
weed out the effects of bourgeois liberalization in the 
ideological realm, “political criticism” is not only a 
necessary means, but it has proven its effectiveness. Bui 
lately some comrades have either consciously or subcon- 
sciously been showing a tendency to emphasize “aca- 
demic criticism” and to slight “political criticism.” 
Some comrades have even shown prejudices against and 
aversion to “political criticism.” To them, “academic 
criticism” is reasonable and scientific and is the only 
“correct way,” but “political criticism” 1s always “exces- 
sive” and “sticks political labels on people’ and is 
therefore not the “proper way.” It is our opinion that 
such views are less than fair. The fact is, whether certain 
“criticism” is reasonable and whether it is scientific 
depend not on whether it is “academic” or “political,” 
but more basically on the person who is doing the 
criticizing, on the criticizer's own ideological standard 
and theoretical accomplishments. In a certain sense, 
“political criticism” 1s more rational and scientific than 
“academic criticism.” 


In the struggle to weed out the influence of bourgeois 
liberalization in the ideological realm, both “academic 
criticism” and “political criticism” have their uses. Both 
are necessary. Whether we should carry out “academic 
cnticism” or “political criticism” against a certain object 
of criticism should not be a subjective decision based on 
the past experience of the person doing the criticising, 
instead, it should be determined by the situation around 
the object of criticism. If, in fact, only academic issues 
are involved, then no doubt only “academic criticism” 
should be used against that object of criticism, and we 
should try to sort out the nghts and wrongs through this 
kind of criticism. However, if political issues are 
involved with other objects of criticism, then naturally 
we need “political criticism” to sort out the rights and 
wrongs of the political issues. The truth is, in the 
ideological realm, many scientific academic issues and 
political ..sues are often tangle up, and, faced with 
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these objects of criticism, we must use a combination of 
“political” and “academic” criticisms, otherwise, we will 
not be able to make a sound judgment, One situation 
deserves our special attention, and that is that several 
articles and books made their appearances a few years 
back as academic works, and no doubt many had to do 
with academic issues. but in discussing those issues they 
also advocated and propagated many erroneous political 
viewpoints that violated the “four basic principles.” 
Against these works we simply cannot just carry out 
“academic criticism” without also making “political 
criticism.” Take the essay “On the Subjectivity of Liter- 
ature,” for example. The title itself no doubt suggests an 
academic issue, but the author expresses views in the 
discussions that are diametrically opposite to the 
Marxist ideology and are at odds with today's socialist 
social reality. Faced with an article that errs seriously in 
polity al ideology, can we just limit ourselves to “aca- 
demic criticism” without carrying out “political criti. 
cism” at the same time’? Or, take the scholar who 
specializes in the history of Chinese thoughts. In his 
Zhongguo Xiandai Sixiangshi [History of Contemporary 
Chinese Thought), he suggests that “national salvation is 
prevailing over enlightenment.” He suggests that, in the 
early days of the May 4th Movement, national salvation 
and enlightenment managed to ‘give impetus to each 
other,” but since the founding of the PRC, “the long 
revolutionary war against imperialism and the reac- 
tionary warlords have rendered everything, not to men- 
tion the theoretical and realistic study and propagation 
of such issues as personal freedom and individual liber- 
ation, seconda » and supplementary. The perils of the 
times and the intense real struggles have once again 
forced us to put the theme of political salvation above 
ideological enlightenment.” It is easy to discern whether 
such a viewpoint should be deemed academic or polit- 
ical. As for its criticism, will anything short of “political 
criticism” be sufficient” 


There are many reasons why some comrades look down 
on and even shun “political criticism.” The two most 
important reasons are, first, the “great criticism” of the 
Cultural Revolution is still fresh in their minds, and they 
associate today’s “political criticism” with the “great 
criticism” of the Cultural Revolution. This is far-fetched 
and is an unnecessary concern. The so-called “great 
criticism” of the Cultural Revolution was, in fact, a tool 
used by the gang of four to facilitate their political 
conspiracy. Today's “political criticism” 1s an important 
part of the process to combat bourgeois liberalization. 
The two are completely different, and we should not 
have any unnecessary doubts. Second, to some extent, 
these people are influenced by the erroneous viewpoints 
advocated a few years ago by those who urged us to “play 
down politics” and “play down criticism.” The reason 
these are erroneous is that they gloss over the sharp 
conflic: between the four basic principles and bourgeois 
liberalization in the ideological realm and seriously sap 
the people's morale and tie the hands of the masses of 
theoreticians, and in turn give the green light to those 
dealing in bourgeois liberalization. The fact 1s that those 
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who deal in bourgeois liberalization in the ideological 
realm do not “play down politics” or “play down criti- 
cism.”’ A portion of Meshang [River Elegy) is proof 
Heshang subjects the Chinese nationality's cultural tra- 
dition and socialism to merciless, scathing criticisms 
while crying out fervently, urgently for capitalism. There 
is not the slightest evidence that the film “plays down 
politics” or “plays down criticism.” Thus, we can see 
how hypocritical and dangerous are those who urge us to 
“play down politics” and “play down criticism.” Today, 
some comrades must free themselves from the binds of 
“play down politics” and “play down criticism” and 
bravely pick up the weapon of “political criticism” and 
throw themselves into the struggle to weed out the 
influence of bourgeois liberalization in the ideological 
realm. 


We must clarify that the “political criticism" we empha- 
size here 18 a response to the attitude that look downs on 
and even disdains “political criticism.” It does not imply 
that we do not think “academic criticism" is important 
too, even less are we advocating replacing “academic 
criticism” with “political criticism.” In the struggle 
against bourgeois liberalization, especially in the struggle 
to weed out the influence of bourgeois liberalization in 
the ideological realm, both “political criticism” and 
“ideological criticism” are important, neither 1s dispens- 
able. This point was already discussed earlier. It is our 
fervent hope that the masses of theoreticians will make 
good use of these weapons called “academic criticism” 
and “political criticism,” and we also hope that when 
they make use of their “political criticism" weapon, they 
will show its true color in practice and remove the 
people's doubts abou: it, so that it can play the role it 
deserves in the struggle against bourgeois liberalization 
and in our spiritual civilization. 


Democratic Socialism Denounced 


9/CMO348B Beying XUEXT YU YANJIU [STUDY 
AND RESEARCH] in Chinese No 2, 5 Feb 91 pp 52-53 


[Questions and Answers” column, written by Zhen Hua 
(3914 0553) and Lu Dongtao (415! 2639 3447)) 


[Text] Why Is Democratic Socialism a Countercurrent in 
the International Communist Movement’ 


Today, as a continuation and extension of the Second 
International's social democratic trend of thought, dem- 
ocratic socialism is not only being lauded and advocated 
by certain Western bourgeois scholars and politicians, 
but 1s also spreading quickly in some socialist countries. 
The truth is, if we go back to the source, the democratic 
socialist trend of thought is nothing new. It originated 
with Bernstein's revisionist social democracy in the late 
19th century. Between the two World Wars, social 
democracy had gained considerable notoriety, and it was 
not until the 1951 Socialist Party International in Frank- 
furt, and with the Frankfurt Proclamation, which was 
also entitled The Objectives and Missions of Democratic 
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Socialism, that democratic socialism took on a new 
outlook and staged a comeback. 


World order has undergone significant changes since 
World War Il. Many new situations have emerged. The 
capitalist world has enjoyed a period of relatively stable 
development. Propelled by the new scientific and tech- 
nological revolution and with the installation of welfare 
programs, basic social conflicts have eased to some 
extent, and social revisionism has been resurrected. 
Meanwhile, because of serious mistakes in guiding ide- 
ologies and policies, the socialist countries let many 
opportunities slip by and failed to give play to the 
superiority of the socialist system. At the same time, the 
Western monopoly capitalist class takes advantage of its 
economic and technological superiority and the socialist 
countnes’ reform and opening up and their temporary 
difficulties to launch an intensive “peaceful evolution” 
strategy. All these have once again stirred up democratic 
socialist thoughts. 


In the last few years, democratic socialist thoughts have 
been spreading rapidly across the socialist countries to 
form a force that is diametrically opposite to the scien- 
tific socialism in the international communist move- 
ment, creating a serious challenge to the socialist system. 
It hoists the “revolutionary” banner and launches its 
attack on scientific socialism in every domain. It assails 
the guiding role of Marxism-Leninism as “spiritual 
monopoly” and proclaims that, “to the social democratic 
party, the Bible is more important than the works of 
Marx and Engels.” It advocates “pluralization” of ide- 
ologies and the process of ‘free competition” of all ideas. 
It accuses the proletanan dictatorship of “destroying 
individuality and freedom and of being inhumane.” It 
advocates “elimination of dictatorship by any class,” 
“all-out substantiation of human rights” and the forma- 
tion of a “nation of the people.” It charged that socialism 
is in a State of “serious sociopolitical crisis” and advo- 
cates “radical reconstruction of our entire social edi- 
fice.” It accuses the Communist leadership of “political 
monopoly” and “autocracy” and advocates a multiparty 
system and the implementation of “thorough reform” of 
the Communist Party. It accuses democratic centraliza- 
tion of “centralism™ and of using “barrack-style disci- 
pline by hierarchy” and for obstructing “personal free- 
dom.” It advocates turning the Communist Party into 
“an autonomous sociopolitical organization” or “a vol- 
untary alliance of people of the same mind and same 
goal.” It attacks the socialist public-ownership system 
and planned economy and advocates total privatization 
and a “mixed economic system” and the practice of a 
completely “free market economy” and so on. 


In summing up the above, the kind of “reform” advo- 
cated by democratic socialism represents a complete 
retrogression of the socialist country’s economic, polit- 
ical, cultural, and social systems. It is definitely not the 
“trend of world progress,” nor does it represent the 
future of the socialist system. It 1s a countercurrent in the 
international communist movement. Looking at the 
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practices in some socialist Countries, rampant demo- 
cratic socialist thoughts have already brought political 
turmoil, economic depression, ideological chaos, 
seething popular discontent and other serious conse- 
quences. This painful lesson should warn us that only if 
we stand up against this adverse current with boldness of 
vision can we sail on steadily under the guidance of 
scientific socialism. 


(By Zhen Hua [3914 0553)) 


Why Do We Sa “Democracy” 
Propagated F bs Domeratie Seclallom Is ln Beceace But 
Sinn a hee 


Those who advocate democratic socialism have always 
boasted of their “democracy.” They hist the banner of 
“democracy above all” and fervently attack the “lack of 
freedom” and the “inhumanity” of the real socialist 
system and assail it as “national socialism” and ‘‘auto- 
cratic socialism.”’ They advocate “establishing a new, 
free society through democratic means." At first glance, 
democratic socialism may appear to be taking the “third 
road" which is neither communism nor capitalism, but, 
in fact, its tendentiousness is very clear. The “democ- 
racy propagated by democratic socialism is in essence 
bourgeois democracy. 


First, the democracy proclaimed by democratic 
socialism is a kind of superclass, abstract democracy. 
Democratic socialism basically denies that socialist 
democracy is the broadest, most real kind of democracy 
the proletariat and the masses of working people have 
ever known. Instead, it vigorously advocates a kind of 
“democracy of equal value to all mankind."’ Democratic 
socialism urges people to “abandon their class stand 
which is antagonistic to the value of all people and all 
mankind” and boasts that the heart of democratic 
socialist thinking is “to acknowledge that human value 
rises above all things.” The theories that democratic 
socialism has created for its “democracy” simply have 
no validity, because, in a society where classes exist, 
human interests are directly linked to class interests. 
Each class always acts in its own interests when dealing 
with the common issues of mankind. It is impossible to 
have one value concept or class stand that is shared by all 
men. For example, since exploitation of surplus value is 
the basis of the capitalist class's value outlook, the 
capitalists will not be concerned about the interests and 
the dignity of the proletariat or voluntarily give up the 
exploiting class's stand. Thus, the critical point of the 
“democracy” advocated by democratic socialism is the 
abandonment and denial of class analysis. 


Second, the “democracy” advocated by democratic 


socialism is founded on the capitalist class's abstract 
human rationale and ethical principles. It assails com- 
munism as being “incompatible with human nature, 
with the functions of the state, and with the evolution of 
human society’ and describes socialism as a ‘moral 
obligation” and “moral inevitability” and boasts that 
“man” 


lies in the heart of the socialist ideal, that is, 
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“practical humanism in action,” and it paints a beautiful 
picture of socialist democracy under which democracy, 
freedom, equality, universal love, justice, and human 
rights are “enjoyed by all man unconditionally.” This 
utopian view with its thick idealist flavor is an old cliche 
used over and over by the capitalist class as a tool to 
hoodwink people. Facts prove that this flat theory 
cloaked in its fancy garb is pure hypocrisy, Lenin hit the 
nail on the head when he said, “pure democracy is in 
essence but the bourgeois democracy the capitalist class 
uses to fool the workers and evade modern democracy.” 


Third, the “democracy” advocated by contemporary 
democratic socialism is patterned after the political 
mold of the developed capitalist countries. De nocratic 
socialism defines socialism as the “complete democrati- 
zation of society.” It is secretly peddling the West's 
multiparty system, tripartite separation of power, parlia- 
mentary democracy, free elections, and other bourgeois 
rubbish. It charges that the Communist Party's leader- 
ship is “the root cause of all abuses and crises” and 
advocates establishing “the principle of freedom of all 
factions and programs” and “the principle of uncondi- 
tional democracy” within the party and demands com- 
plete freedom to take part in factional activities within 
the party and so on. If democratic socialism’s political 
beliefs are put into practice, the activities of all kinds of 
antiparty, antisocialist forces will be legalized and will 
seize political power step by step to form a bourgeois 
republic. This will be the natural course of development 
of the “democracy” advocated by democratic socialism. 


(By Zhen Hua [3914 0553)) 


Why Do We Say That Democratic Socialism Often 
Gives Play To Imperialism and Peaceful Evolution? 


A combination of many factors allows imperialism and 
the strategy of peaceful evolution to get the upper hand 
in some socialist countries. Among them, the fact that 
democratic socialist thoughts and the strategy of 
peaceful evolution are echoing each other from inside 
and outside the socialist countries 1s crucial to imperial- 
ism's quick success. Why do we say that? 


First, we should realize that the peaceful evolution 
strategy of the modern imperialist countnes is clearly not 
the same as the old policy of armed intervention. In the 
past, force was used in the attempts to overthrow the 
socialist system from the outside. After such measures as 
armed intervention, military containment, isolation, and 
blockade were defeated again and again, international 
imperialism was forced to change its tactic and come up 
with the so-called “peaceful evolution” strategy. 
Through its “peaceful offensive,” it hopes to bring 
changes inside the socialist countries to gradually 
achieve their goal of splitting up, dismantling, and 
overturning the socialist system. Thus, this strategy pays 
special attention to seeking out and utilizing the anti- 
communist, antisocialist forces within the socialist coun- 
tries to serve as agents in implementing the peaceful 
evolution strategy. 
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In the last 20-30 years, socialist countries have run into 
many problems and setbacks on the road to develop- 
ment, The imperialists believe that their “historical 
opportunity” for peaceful evolution has come, and they 
yell “seize the opportunity,” “fight a world war without 
the smell of gunpowder,” They hope to overturn the 
socialist system in one stroke and reach their goal of 
“victory without war.” They set all sorts of propaganda 
machines in motion, and, through economic, cultural, 
and diplomatic means, they vigorously propagate capi- 
talist political, economic, and cultural concepts, ylorify 
their lifestyle; and vigorously cultivate, protect, and 
lavish praise on the so-called “pecple with different 
political viewpoints” and “democratic warnors” in the 
socialist countries as they echo each other's tune from 
within and without. They insult and assail socialism’s 
“lack of freedom,” “deprivation of democracy,” and 
“violation of human nghts” and do their best to incite 
the people's resentment and hostility toward the socialist 
system and the Communist Party's leadership. They try 
to stir the socialist countries toward political pluraliza- 
tion and the multiparty system, economic privatization 
and the market system, and Western ideologies and 
lifestyle, hoping to eventually reach the goal of restoring 
capitalism. The drastic changes in some socialist coun- 
tries in recent years indicate tha: the peaceful evolution 
Strategy 1s indeed achieving results that naked armed 
intervention could not achieve. 


Second, the democratic socialist stand and the demands 
of the peaceful evolution strategy are cut from the same 
cloth, and therefore the former is able to serve imperi- 
alism and the peaceful evolution strategy. Contemporary 
democratic socialist thoughts ha. » emerged against the 
historical background of reform and opening up. They 
have gone from exposing Stalin's errors to refuting the 
basic principles of Marxism and Leninism and from 
criticizing the defects of the political and economic 
systems of the Stalin era to criticizing the socialist system 
and rejecting the history of socialist construction. Sub- 
sequently, they have even openly called for abolition of 
the Communist Party's leadership on political matters 
and implementation of a multiparty system and have 
urged that different political forces (including anticom- 
munist and antisocialist forces) be allowed to engege in 
so-called fair competition. Economically, they deny that 
public ownership of the means of production should play 
a principal role, demand implementation of a mixed 
economy, and advocate complete privatization. Ideolog- 
ically, they reyect Marxism-Leninism as a guiding ide- 
ology and advocate pluralization of ideologies. Thus, 
democratic socialism is in complete accord with the 
demands of imperialism and the peaceful evolution 
Strategy and serves as imperialism’s agent to overturn 
the socialist system from within. Because democratic 
socialism raises a banner that says “rethink, probe, and 
criticize past mistakes” to challenge scientific socialism, 
it can be very deceiving. The truth is, the inundation of 
these ideas has confused many people's thinkings and 
has allowed many erroneous viewpoints to spread 
quickly and has enabled the anticommunist forces to 
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make a lot of noise, thus playing a role foreign imperi- 
alism has never been able to play, Without democratic 
socialism to echo its voice from the inside, the strategy of 
peaceful evolution would never have been so successful 
$0 $00 IN SOME socialist Countries. No wonder the 
Western media are gloating over the effects of demo- 
cratic socialism, saying that it is “more than Dulles could 
ever have expected” and that “it is leading communism 
to a dead end.’ This says that democratic socialism in 
fact has performed deeds of valor for the strategy of 
peaceful evolution. Thus, if we want to resist the aggres- 
sion of imperialism and the peaceful evolution strategy 
and build a socialism with Chinese characteristics, we 
must insist On criticizing the erroneous theornes and 
viewpoints of democratic socialism and defend the 
purity of scientific socialism. 


(By Lu Dongtao [4151 2639 3447}) 


Democratic, Scientific Socialism Differ in Essence 
91CM0349A Beijing XUEXI YU YANJIU [STUDY 
AND RESEARCH] in Chinese No 2, 5 “eb 91 pp 46-49 


[Article by Wang Xiangwu (3769 4382 2976) in “Guide 
for Cadres’ Theoretical Study” column sponsored by the 
Theory Office in the Propaganda Department and the 
Cadre Theory and Education Lecturers Group of the 
Beijing Municipal CPC Committee: “Essential Differ- 
ences Between Democratic Socialism and Scientific 
Socialism”; XUEXI YU YANJIU is the official journal 
of the Beying Municipal CPC Committee] 


[Text] In recent years the ideological trend of democratic 
socialism has spread swiftly on the international scene. 
Under the influence of this ideological trend, there have 
been sudden upheavals in the political situations of some 
socialist countries. One after another the worker class 
parties in power have changed their names, announcing 
the abandonment of scientific socialism and the pursuit 
of democratic socialism. This opportunist ideological 
trend within the communist movement, in close cooper- 
ation with the peaceful evolution strategy that 1s 
intensely pursued by international reactionary forces. 1s 
a severe challenge to scientific socialism. 


Because democratic socialism flaunts both the banner of 
“democracy” and the banner of “socialism,” it 1s highly 
hypocritical and fraudulent. In addition, it has appeared 
with the visage of so-called “reform” in socialist coun- 
tries in which the proletariat already controls political 
power. This challenge from within is even more dan- 
gerous, and even more needs to be taken sufficiently 
seriously by us. Also, we must soberly see that the 
ideological trend of democratic socialism now exerts a 
considerable influence in China. When the ideological 
trend of bourgeois liberalization is spreading unchecked, 
some people regard the ideologicai trend of democratic 
socialism as a “progressive trend in international 
affairs” and call on us to go along with it, other people, 
hankering after the reversal of the verdict on the Second 
International's revisionism and after the reversal of the 
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verdicts on Bernstein and Kautsky, highly praise the 
Socialist Party International and the “Swedish model.” 
There are also some people who describe the changes 
occurring in certain socialist countries as “progressive 
phenomena,” and praise democratic socialism as a 
“better form of socialism” and a “useful exploration.” 
What is especially worthy of attention is that the ideo- 
logical trend of bourgeois liberalization and the ideolog- 
ical trend of democratic socialism have many points in 
common, At this juncture in international affairs, when 
the ideological trend of democratic socialism is wantonly 
spreading, we must be highly vigilant about the revival in 
a new guise and a resurgence of bourgeois liberalization 
in China. Therefore, making definite the nature of dem- 
ocratic socialism, and ciarifying the essential differences 
between democratic socialism and scientific social’: 

of important significance in strenghthening our > in . 
socialism, our insistence on taking the socialist... our 
opposition to bourgeois liberalization, and ou “OSI 
tion to the imperialist plot for peaceful evolutic. 


So-called democratic socialism is not a new invention or 
new creation. From a look at its ideological system and 
fundamental theory, we see that it can be traced back to 
the ideological trend of social democracy, which spread 
widely at the end of the 19th century and the beginning 
of the 20th century. It carries on and develops, under 
new historical conditions, the ideology of the Second 
International's Bernstein and Kautsky In Bernstein's 
views on class harmony and peaceful growth into 
socialism, as well as in Kautsky’s “theory of supra- 
imperialism” and “pure democracy,” we find the origin 
of democratic socialism. In line with the theory of 
scientific socialism and the practice of socialism in the 
20th century, the essential features and fundamental 
principles of the socialist system can be summarized as 
follows: In politics, upholding the leadership of the 
Communist Party and exercising the dictatorship of the 
proletariat; in economics, with the socialist ownership 
system in which public ownership is the main part, and 
with the socialist distribution system in which distribu- 
tion according to work 1s the main part, integrating the 
planned economy with market regulation and devel- 
oping the national economy in a planned, proportionate 
way; in ideology, establishing the guiding position of 
Marxism, etc. Democratic socialism precisely negates 
these essential features and fundamental! principles that 
the socialist system must possess and displays a funda- 


mental antagonism to scientific socialism 
‘s Nature, Abandoning Party 


First, Changing the 
Leadership, A the Multiparty System 


On the pretext that some faults were committed in the 
work of the ruling party of a socialist country, demo- 
cratic socialism advocates a “thorough reform" of the 
Communist Party and the founding of a “new-type 
party” “that makes a complete break with the past.” This 
party would no longer be the vanguard of the proletariat. 
but would be the people's party, the nation’s party, and 
the fellow countrymen’s party; it would no longer make 
communism its struggle goal, but would make the 
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founding of democratic socialism and “establishment of 
the value system of all mankind” its goal; would no 
longer make Marxism the guiding ideology, but would 
advocate the pluralization of the guiding ideology; and 
would no longer, in line with the principles of scientific 
socialism, establish the party's organizations and initiate 
the party's activities, but would put into practice total 
democracy and autonomy and permit the existence of 
different factions within the party, With regard to its 
role, the party would no longer be a strong fighting force, 
would no longer be a political nucleus that leads and 
unites the mass of working people in carrying out revo- 
lution and construction, but would gradually turn into a 
parliamentary party that organizes election campaigns 
and engages in parliamentary struggle. Proponents of 
democratic socialism regard the Communist Party's 
leadership as “bureaucratic despotism” and “admuinis- 
trative commandism,” maintaining that upholding the 
party's leadership runs counter to the idea of the people 
being the masters of their own affairs. They demand that 
the party's “political monopoly” be abandoned, that the 
articles in the constitution on the Communist Party's 
leadership be rescinded, and that “free competition 
between all political organizations and factions” in 
“expressing all political aspirations” be allowed, and 
that the Communist Party should “seek to obtain a 
recognized seat’ in this competition. 


Scientific socialism upholds the basic principles of 
Marxism on the theory of proletanan dictatorship, main- 
taining that the Communist Party, as the party of the 
proletanat, must make the realization of a communist 
society its highest struggle goal, must make Marxism the 
guiding ideology, must preserve the vanguard nature of 
the worker class, its advanced ideological nature, and its 
organizational purity, and must uphold the principles of 
democratic centralism by not allowing the existence of 
factions within the party and not allowing the activities 
of organizations and factions within the party. Scientific 
socialism upholds the Communist Party's leading posi- 
tion in the life of a country and its society, maintaining 
that the party's leadership is the basic guarantee for 
obtaining the victory of the socialist cause. Separated 
trom the party's leadershp, the socialist onentation will 
waver, and the results of the victory of socialism that the 
proletariat and other working people obtained through 
bloody fighting, will be ruined. Departing as it does from 
the party-building principles of Marxism, democratic 
socialism carnes out a so-called “thorourh reform” of 
the Communist Party, which in reality changes the 
nature of the party so that it 1s no longer the party of the 
proletanat. Its proponents oppose upholding the Com- 
munist Party’ leadership and advocate the multiparty 
system. The Communist Party's leadership 1s absolutely 
not a question of its ruling style but rather a question of 
whether socialism 1s practiced or not. In a class society 
the nature of the social system and the direction of social 
development determine what political force occupies the 
ruling position and whose party holds political power. If 
socialist countries do not insist on leadership by the 
proletarian party, but rather allow the party of another 
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class to hold political power, 11 will be impossible to 
ensure the correct orientation of socialism, and, in fact, 
the socialist road will be abandoned, Therefore, the 
differences between democratic socialiam and scientific 
socialism on the question of the nature and role of the 
party are difforences of a principled nature, are differ: 
ences related to the future destiny of the socialist and 
communist movement. 


Propeasting Supreclans"\'nivereal Democracy 


—e———— socialism attacks dictatorship 

for “eluminating individuality, eliminating freedom, and 
being inhuman,” for being “despotic” and “dictatorial.” 
Its proponents seize on and make an issue of the mis 


proletanan 
counter to humanitarianism and is undemocratic. 


and 
demand that proletanan dictatorship be abolished and 
that “dictatorship by any class” be eliminated Demo- 
cratic socialism abstractly makes “ " the core 
of socialism, saying that “democracy is h than 
everything.” It maintains that “democracy freedom 
are the great value outlook of human civilization” and 


23 


that “socialism is universal democracy's ideal for 
humankind and the embodiment and defender of | 
values.” Its proponents e¢d the word “democratic 


_= 
== 


before the Tacuien 0 das @ Gem 
between it and ee ae and make 
“democratic socialism the goal and model for “innova- 
tive socialism.” 


Scientific socialism maintains that the proletanan dicta- 
torship is the state system of a socialist country, and it 
makes clear the class nature and historical mission of a 
socialist country. Proletarian dictatorship is the combi- 
nation of democracy for the majority of people and 
dictatorship for a tiny m y of hostile elements. Only 
by ensuring the democratic ‘rights of the people can 
— be effectively exercised over enemies, only 
by insisting on dictatorship over a tiny minority of 
hostile elements and striking down enemies without the 
least soft-heartedness can democratic nghts of the 
people be ensured. Democracy is the essential feature of 
socialism and finds its proper meaning in the term 
socialism. Democratic socialism flaunts the banner of 
“universal democracy” when attacking proletanan dic- 
tatorship, as if it most emphasized democracy and 
scientific socialism did not want democracy This is 
where democratic socialism is most able to confuse 
people In reality, the differences between scientific 
socialism and democratic socialism basically do not lie 
in whether democracy is wanted or not, but lic in what 
kind of democracy 1s wanted. 


In line with Marxism’'s outlook on democracy, democ- 
racy 18 a political and historical category that possesses a 
distinct class nature. Any democracy belongs to the 
poltical superstructure, 1s determined by a certain eco- 
nomic base and also «rves this economic base In the 


POLITICAL 9 


contemporary world exist two fundamentally different 
democratic systems and concepts, to wil, bourgeois 
democracy and socialist democracy, there does not exsst 
any abstract, supraciass “universal democracy.” Bour- 
— democracy is a political system established on the 
s of capitaliam’'s private ownership of the means of 
production, No matter what specific form it takes, no 
matter how perfect and eaquisite its system and oper- 
| mechanisms are, in essence it serves the interests of 
reeoisie and gives only a small number of them 
the democracy they enjoy, Socialist democracy is a 
political system established on the basis of public own: 
ership of the means of production, and is a new-type 
democracy in history. It truly allows the broad masses of 
people to enjoy widespread, full democratic rights, and 
in it the people are the masters of their own affairs. Even 
if all the democractic systems of socialism are imperfect 
and not mature enough, this is just a question of 
improving work and one cannot, because of this, doubt 
the advanced nature and truthfulness of socialist democ- 
racy As the superstructure, democracy is always tied to 
a - Giving democracy to one class is bound to 
Se dictatorship over its opposite class. 
dictatorship are one thing with 1 
aspects. “The essence of bourgeois democracy is bour 
geois dictatorship, that is, the dictatorshi P cote of the 
minority of people over the majority o 
Socialism is the dialectical unity of a. - 
great majority of people and dictatorship over a b .. 
minority of hostile elements Democratic socialism 
attacks proletarian dictatorship and advocates supra- 
class “universal democracy “ Its essence was pointed out 
by Lenin in the year that he exposed Kautsky and his ilk: 
To use discussion of “universal democracy” to support 
bourgeois democracy and to use denunciation of “uni- 
versal dictatorship” to oppose proletanant dictatorship 
are an open betrayal of socialism and a surrender to the 
bourgeoisie: This is precisely the fact. Democratic 
socialism, this so-called “universal democracy,” the mul- 
tiparty system. free elections, and separation of the 
legislative, executive, and judicial functions of a govern- 
ment are all bourgeows rubbish If, in accordance with 
this stuff, we were to “renovate socialism,” the inevi- 
table result would be to use the West's bourgeots model 
to transform the socialist system. 


Third, © Aside Methouw Analysis, 
sen that Sectalion ts the Buboainnes of 
Mankind's and Moral Principles 


Democratic socialism always abstractly discusses uni- 
versal, all-mankind, all-people things, but 
their specific class content and does not 
analysis. A oy op OP ‘class stand” of 
“abandoning antagonism to the values of all people 

all mankind,” and taking up the 
“common values of all mankind.” 
sociation, 
movement of contradictions in human society, but is the 
realization of humanitarianism, freedom, equality, 
mutual help. and other rational and moral principles of 


iH 
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mankind. Its proponents also say thal, to oppose capi 
taliam, some analysis must be made of the evil and 
contradictory phenomena in capitalist society: for 
example, eaposing the fact that capitaliam has created 
the phenomena of large numbers of unemployed workers 
and of social inequality, pointing out that the social and 
ecological environments are being destroyed by capital: 

ism's science and technology and its economic develop: 
ment, and so forth, However, they maintain that the 
source of these evils and contradictions does not le in 
the capitalist system itself, does not lie in the existence of 
class exploitation and class , but are viola 
tions of humanitarianism and of the moral principles of 
freedom, equality, justice, and mutual help. They regard 
socialism as the result of moral and ethical development, 
and make the individual the center of socialist ideas and 
principles, sweepingly proposing “comprehensive, sub- 
stantive human rights” and “the dignity of man.” 


Scientific socialism maintains that, in a class society, 
Class analysis is the basic method for a Marxist analysis 
of problems If one abandons the class viewpoint and the 
method of class analysis, one cannot understand and 
transform suciety and go on to promote the progress of 
human society Scientific socialism holds that morals 
and ethics are determined by the economic base, and are 
a part of its superstructure and The concepts of 
freedom, equality, justice, and mut are not made 
the eternal, common values of all mankind, the cause of 
each historical development can be found only in the 
changes in society's mode of production. The realization 
of socialism is the inevitable result of the development of 
the basic contradictions in a capitalist society, and is an 
objective law of history that will not be changed by 
people's will, Democratic socialism does away com- 
pletely with class analysis, repudiates class struggle, and 
departs from the real source of social, political, and 
economic contradictions, it regards socialism as the 
embodiment of mankind's rational and moral principles. 
In historical outlook, it is a fantasy of idealism In 
reality, it denies that the realization of socialism is an 
inevitable law of histoncal t. purposely fails 
to mention the fundamental di between the 
socialist system and the capitalist system, and wants the 
proletariat and the working people to abandon their faith 
in screntific socialism and to negate the long-range goal 
of communism. Its role 1s to meet the needs of impen- 
alism's strategy of peaceful evolution, which will cause 
the socialist system to retrogress to capitalism 


Ouesviie Pebtie Ovsershie le the Mala 
Part, Advecating a Mined Ecomensy ora Fell Market 


Democratic socialism maintains that the question of 
who owns the means of production is not a basic factor 
in determining the nature of society, and is not the main 
critenon for judging the nature of society Its proponents 
oppose making public ownership the main part, advo- 
cating that all systems are, without exception, equal, and 
propose turning an economy in which the transfer to 
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public ownership has already been achieved into a mixed 
economy in which the market economy is the base On 
the preteat that problems of form, for example, manage: 
ment forms, exist in the ownership by the whole people, 
they propose ‘decentralized nat ization” and, with 
the slogan ‘do away with the state monopoly on owner: 
ship,” greatly weaken the public ownership economy 
maintain that the —~ ownership'’s competitive 
isms and ~e—t- eney can inject vigor 
into economic life, because the means of production 
become private property and so people will take care of 
them, seriously their utilization and appreciation, 
and be efficient. Therefore. they say, private ownership 
is “indispensable,” 


With consistency in both denying that public ownership 
is the main part and in advocating a mixed economy, 
democratic socialism promotes a full market economy 
Its proponents have a blind faith in the spontaneous role 
of market mechanisms, holding that “for us the market 
economy is an effective way to satisfy the needs of 
producers and consumers, and the daily growing demand 
of society.” They propose that “production, distribution, 
and consumption be regulated by market mechanisms.” 
80 as to quickly make the transition to a full market 
economy. 


Scientific socialism maintains that the form of owner- 
ship of the means of production is the basic factor 
determining the nature of society. The ownership rela- 
tionship in which public ownership is the main part is 
the most essential economic feature of socialism Just as 
The Communist Manifesto says, the distinctive feature 
of communism is that bourgeois ownership is abolished, 
and “Communist Party members can sum up their 
theory in one phrase: abolish private ownership.” 
Because private ownership is the main source of the 
exploitation and oppression of the worker class and 
laboring people. only the replacement of capitalist pr- 
vate ownership with socialist public ownership can fun- 
damentally change the capitalist exploitative system 


The ownership relationship in which public ownership is 
the main part determines that the economic operating 
mechanisms of socialism can only integrate the planned 
economy with market regulation, and thus ensure the 
planned. proportionate development of the national 
economy Integration of the planned economy with 
market regulation is a requirement of the public owner. 
ship economy itself, at the same time, it ensures that the 
public ownership economy's position as the main part 
and its leading role are protected. The basis of the 
market economy is private ownership, and putting into 
practice a full market coonomy is bound to cause the 
disintegration of the public ownership economy and 
create a state of anarchy in the entire economy 


Democratic socialism negates making public ownership 
the main part. It advocates a mixed economy or a full 
comple tansformaton to private ownerahy and 
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the conditions of private ownership and market 
economy, serious polarization will certainly be formed in 
society, the broad masses of laboring people will revert to 
a position of being enslaved and eaploited, and so-called 
. racy” and “socialiam’ will be nothing more than 
a pretty signboard and empty shell 


Pia, Neos fe Griien Pesan of Sasutem, 


Democratic socialism maintains that making Maraism 
the guiding ideology is a case of “spiritual monopoly,” 
and that we must “resolutely do away with ideological 
restrictions on different viewpoints and ideas" Is pro: 
ponents advocate ideological polarization and uphold 
Pluraliom, saying that pluralism i: “an important feature 
of democratic socialiam.” They stress that, because 
society 1s pluralistic, the socialiss movemen: should not 
have a unified world outlook, but rather needs “free 
competition between yi 3} “resolute oppor. 
tion to any form of y in the media,” and 
allowing all parties and facvions and all political 

zations 10 use television, radio, and the press to y 
publicize their own political viewpoints 


Scientific socialism maintains that Marxism has cor- 
rectly brought to light the objective laws governing 
development of the world, in particular the development 
of human society It has provided the worker class with 


engaging in revolution and construction. AS the objec. 
tive world truth, scientific socialism is always a unity. 
never a plurality Taking a sweeping look at the various 
ideologies in actual society, one sees that Marxism is the 
richest in vitality and in prospects, 1s most 
representative of the fundamental interests of the prole- 
tariat and the broad mass of workers Therefore. the 
socialist countries must not waver in upholding the 
Marxism's guiding position in ideology Democratic 
socialism negates Marxism 's guiding position, advocates 
the pluralization of ideology. and in essence is an ide- 
ology that esteems and 1s subservient to the 

By so-called pluralization it obtains for the opposition to 
Marxist theory and doctrine a position that makes nval 
claims to being their equal in order to replace them If 
Marxism’s guiding position is done away with, the 
exploration and the development of socialism will lose 
their bearings and go astray. and the fundamental inter. 
ests of the worker class and all the people will be 


damaged 


The essential differences between democratic socialism 
and scientific socialism show that, even if democratic 
socialism flaunts the banner of socialism. 11 negates the 
essential features and basic principles of socialism. and 
thus 1s essentially antisocialist and 1s an adverse current 
against the international communist movement We 
must consciously apply the stand, viewpoints, and 
methods of Marxism, make clear the essence of demo- 
cratic socialism. and draw a clear line of demarcation 
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between democratic socialiam and scientific socialiam 
before we can ensure that our revolution will not love its 
bearings and will continue to follow the road of building 
socialiam with distinctive Chinese features 


Democratic Socialiam Called ‘Retrogression’ 
VIC MOSSOA Hevying NUBAT YU YANAU STUDY 
AND RESEARCH] in Chinese No 2, 5 Feb 91 pp S08) 


[Article by Zhang ** (1728 0340 3046). “Demo 
cratic Socialism's So-Called Reform Is Retrogression 
Into Capitaliam"”, XUEXIT YU YANJIU is the official 
journal of the Beying City CPC Commitice) 


9 ext] The most glorious events in 20th century world 
istory have been the births of one socialist country after 
another after the victorious October Revolution in 
Russia. And in the more than 70 years since, socialiem 
nae Sas © Saws magnitude and has 


| carthshaking to the world. In the last 
20-40 years, in order to adjust to the further develop: 
ment of ‘s productive forces and to correct the 


many defects of the original mold, the socialist countries 
had generally pul into practice far-reaching reforms to 
give even more play to the superiority of the socialist 
system 8 ee Se SS ee 
run into ies, Many socialist countries 
their course and have raised the banner of 


shape its socialism differently If socialism 


mine molds. why do we say that the reform 


between the basic socialist system and the 
different molds of socialism 


The socialist system consists of a basic system and 
specific systems The basic socialist system is the com- 
pulsory nature of the essence of socialiem, that is. the 
essential characteristics of socialism These include 
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upholding the proletarian dictatorship, augmenting and 
developing the alliance between industry and agricul: 
lure, setting up e broad united front, establishing among 
the people a high degree of democracy bul evercis 

dictatorship over the resisiance of the handful o 
exploiting class and hostile forces They also include 
establishing a socialist system of ownership of means of 
production which is based primarily on the 
ership system and oe socialist system of 


economy in order to raise the material and cultural 

siandards of all citizens It also means affirming the 

gg a ea So ee ee, ee 

4 socialist spiritual civilization, practicing equality 

unity among the nationalities, and upholding the prin- 

ciple of independence, autonomy, and peaceful 
establishment. 


this 
are fundamentally different from the capitalist system 
but they also draw a clear line of demarcation between 
themselves and non-scientific socialist principles, 
including democratic socialism To 


Hu 
He 
Hat 
ft +f 
Hi 
ills 
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of actually creating a kind of socialiam which has Chi: 
nese characteristics, it is the Chinese mold of socialiam 
which combines the essential characteristics of socialiam 
and China's own situation. This is the dialectical unity of 
the socialist basic system and the socialist specific mold 


Engels once said that, in his opinion, a socialist society” 
is Hot something that does not . instead, like all 
other social systems, it should be al as a sociely 
that undergoes frequent and reforms He said 
that if we refuse to change and to reform, if the socialist 
specific systems are not reformed according to practical 
socialist eaperiences and to the needs of further devel: 
oping the socialist society, and if we stick rigidly to the 
mold, socialiam will have no future. But socialist 
reform is a process of self-adjusiment and self. 
improvement of the socialist system Its is to rein 
force the socialist system and give play to the 
— yy of the socialist basic system Thus. socialist 
in essence 8 Hol to abandon or change the 
socialist basic system but. on the premise of upholding 
the socialist basic system, to reform the socialist produc- 


continued development It means — hew polit. 
ical, economic, and sociocultural systems 

mechanisms that not only better meet the demands of 
the socialist basic system, but also suit the country’s real 
situation Thus. a socialist country’s specific systems can 


| 
i 
: 


3 
: 
: 
: 
‘ 
i 


| 
: 


needs of different productive levels. and we must oppose 
privatization of the means of production We must 


develop the socialist planned commodity coonomy and 
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insist Of integrating economic planning with market 
regulation and oppose the mixed economy which prac: 
tices free market economy and denies the primary role of 
the socialist public ownership sysiom We must uphold 
the distribution system in which distribution according 
to work plays the principal role and let everybody share 
in the country's prosperity, and we must oppose polar- 
ization, No matier what kind of reform, what kind of 
national condition, and what mold of socialism, these 
basic issues cannot be violated, nor can they be altered. 
Democratic socialiam fundamentally denies the super: 
ority of the socialist public ownership sysiem and pro: 
motes the role of private ownership in the economic 
domain and advocates a completely free market 
economy and the setting up of a mixed economy with the 
market economy as its foundation Every country that 
has started this kind of democratic socialist reform has 
lost little time in vigorously promoting privatization and 
a whole set of market economic measures and has 
quickly fun into serious inflation, sharp increases in 
unemployment, and a series of other social problems 
which have produced a bunch of exploiters. The socialist 
basic system which has taken decades to set up is 
destroyed overnight. The series of so-called reforms 
implemented according to the economic doctrines of 
democratic socialism are fundamentally different from 
the socialist restructuring of the economic system The 
socioeconomic system in the former case is essentially 
capitalist in nature 


Politically, it is an important goal and the mission of 
socialist modernization to build a highly socialistic 
democracy and a perfect socialist legal system Thus. 
during reform. we must uphold the sysiem of people's 
democratic dictatorship and perfect the People’s Con- 
gress system to make sure that the people are indeed 
their own masters We must oppose the bourgeois “tn- 
partite separation of power” and the capitalist class's 
phony democracy. freedom, and human nghts We must 
uphold the Communist Party's contro! of state power 
and its leadership in the system of multiparty coopera- 
tion and continue to strengthen and improve the party's 
leadership and smooth out the relationship between the 
Communist Party and other political parties. and we 
must oppose political pluralization and the bourgeors 
multiparty system Democratic socialism on the other 
hand uses Stalin's mistakes as an excuse to accuse 
proletanan dictatorship of “autocracy” and deny the 
country’s class nature It advocates political pluraliza- 
tion and the implementation of the multiparty system 
and bourgeois “tripartite separation of power” and 
attacks Lenin's doctrine on party building It opposes 
democratic centralization and abandons the party's pro- 
letanan nature Almost without caception, countnes that 
practice democratic socialism have implemented the 
multiparty system. causing the rapid disintegration of 
the Communist Party. The Communist Party in many of 
these countries is no longer the ruling party. and party 
members and people of integrity are being persecuted 
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What kind of restru. turing of the political system is this” 


lt ts purely an attempt to change the countries’ prole- 
larian nature 


ideologically, the basic task of socialist spiritual civiliza- 
tion as guided by Marxism is to improve the nationali- 
ties’ Quality and up a hew ion of idealistic, 
—. educated, discip! socialists. Not only is 
Marxism 's guiding role an important part of our ideo: 

construction, but it also determines the essence of 
the socialist spiritual civilization Ii is an important 
guarantee thai the power of leadership of the party and 
the state is truly in the hands of the proletariat basic 
principle of J is an objective truth proven in 


practice It is not only the mighty ideological weapon 
that guides the socialist revolution and construction but 
is also the operational compass for the socialist reform 


Thus, reform, we must the socialist 
ritual civilization as guided by Marxism, hold fast to 
socialist , Make Marxism our only 


guidi to end, stand against 
the “theory obsolescence” of Marxism, resist the 
bourgeoisie and the corrosive influence of all of its 
corrupt ideologies, and combat imperialism and “peace: 
ful evolution.” Democratic socialism on the other hand 
advocates pluralization of and suggests that 
Marxism is no longer capable of guiding the working 
class Countries that practice democratic sociaoliem 
started out criticizing Stalin and go on to refute 
Leninism and revise their constitutions and rewrite their 
7 ee ee ore = ae 
of ism and vilify the several decades of history of 


From the above analysis, it is clear that those countries 
which have implemented so-called reforms in the polit- 
ical system, economic system, and ideological realm 
according to democratic socialist theornes have in fact 
surrendered completely to the bourgeoisie These so- 
called reforms are definitely not probing for a new mold 
of socialism but are in fact diametrically opposite to the 
socialist reform and violate the socialist basic system and 
its essential characteristics. Their basic direction is ret- 
rogression into capitalism 


Workers Under Capitalism Seen Eking Out Living 
GICMO3S34 Beying ZHIBL SHENGHUO [PARTY 
BRANCH LIFE] in Chinese No 2. 5 Feb 91 pp 26-27 


[Article by Huang Mela: (7806 $019 0171) “Under- 
standing the Living Conditions of Workers in Capitalist 
Countries (Part 1)") 


[Text] People involved in liberalization have woven a 


"s 
affluent After a bref one-month tnp to Hong Kong. 
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where he only had time to gain a superficial under: 
sianding through cursory observation, a professor came 
home and talked e vely about “rethinking” capi 
laliam, proclaiming “absolute pauperization is abso- 
lutely obsolete and relative pauperization is relatively 
obsolete Therefore, properly understanding the mate: 
rial life of the proletariat in the postwar 

capitalist nations and clarifying the ical and the 
oretical confusion created by bourgeois ization 
have Become an unavoidable issue in socialist education 


ee 7 am Ree ay en Fn Correctly the 
Theory of 

The maternal living conditions of the proletariat in 
developed nations have improved considerably since the 
war, This is an objective fact, ~~. & SK 
acknowledge this fact is not a materialist. However, the 
absolute pauperization and relative pauperization of the 
proletariat under capitalism is an economic law As long 
as capitaliom exists, this law applies. If anything, the 
living conditions of the proletariat in developed capi- 
talist countries afer the war proves that the theory of the 
pauperization of the proletariat is not obsolete. 


Why’ 


Marx made this analogy, “If a house, however tiny, is 
surrounded by equally tiny houses, it can meet all 
society's housing needs. However, if a palace soars right 
heat to the | house, the latter will be reduced to a 
shabby cottage, proving that its inhabitant does not care 
where he lives or 1s not demanding. Moreover, however 
much the house expands as civilization advances, as long 
as the palace next door also expands al a similar or more 
rapid pace. the inhabitant of the smaller house will fee! 
less and less satisfied and more and more uncomfortable 
within those four walls. He would also be increasingly 
looked down upon” (Selected Works of Marx and Engels. 
Volume |. p. 368). This graphic analogy explains the 
social content of paupenzation scientifically, on the one 
hand. and illustrates the economic status and living 
conditions of the proletanat in developed capitalist 
—— > SS on the other. It tells us that our 
understand: the concept of paupenzation must not 
be removed the histoncal matenalist standpoint 
and that we must not just look at the matenal elements 
that maintain life and overlook the social and historical 
connotations of proletanan paupernzation 


Defined comprehensively. relative ion, in My 
opimon, means that the incomes of the proletariat 
account for a steadily declining share of the national 
income of a capitalist country vis-a-vis the bourgeoisie. 
In other words, the proletariat is getting an even smaller 
share of the wealth i has created even as 4 greater 
portion 1s being exploited by the bourgeoisie, resulting in 
a yet higher surplus value rate. 


The concept of the absolute paupenzation of the prole- 
tariat has taken the brunt of the attacks from the 
international bourgeoisie as well as theorists at home 
who have been preaching bourgeors liberalization One 
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of thew ploys is to distort the scientific means ¢ 
absolute pauperization to mean that the material |i 
SSS 
Then they would cite a host of facte—the real wages and 
living standards of workers in capitalist 22 ae 
risen significantly above pre-war levels, * 
households have cars, refrigerators, and color TV’ 
declare categorically that the pm of “absolute pauper 
ization is ay F —2—— obsolete.” 
This trick has indeed 

certain cadres who know vw lathe about | 
the written word too literally, of who do not really try to 
understand Marxism. To some extent, it has “worked.” 
But the fact of the matter is that the writers of classical 
Marxist teats never interpreted “absolute pauperiza- 
tion” to mean that as capitaliem develops, the proletar- 
iat's real wages (that is, the consumer goods, both qual- 
itative and quantitative, that its wages can buy) and 
living standards become lower and lower Instead it 
means that the material living conditions of the prole- 
tariat and working people deteriorate to such an extent 
that they cannot maintain a minimum standard of living 
for the time and place in question The writers of Marxist 
classics conceded that as capitalism develops, the mate- 
rial life of the proletariat would follow an upward trend 
even as it is exploited more and more. Lenin said. 
“European history provides powerful testimony to this 
upward trend For instance, you can compare the French 
proletariat of the late | 8th century with its counterpart 
in the late 19th century, or English workers of the 1840's 
with English workers today “In short, so-called absolute 
pauperization means that the proletanat and working 
people cannot maintain a minimum living standard for 
the time and place in question. People who misinterpret 
absolute pauperization to mean that workers become 
more and more impoverished are either tor have 
an ulterior motive Needless to say. we discuss 
absolute pauperization, we are not necessarily referring 
to one particular of workers all the time, much less 
all the workers may be referring to one group of 
eashem @ one gatas in time and to some other group at 
another 


Facts Have Borne Out the Truth of “Pauperization™ 


There is not only relative pauperization but indeed 
absolute paupenzation among the proletanat of devel- 
oped capitalist nations to date, as demonstrated most 
strikingly in the following ways. 


First. the real wages of workers in developed capitalist 
nations have been increasing at a slowing rate In the 
1970's, the first oi! crisis sent the Western economics 
sliding into a recession, but the real wages of their 
workers still grew substantially on the whole. After | 980. 
however. real wages in most Western nations continued 
to increase bul at a much slower rate. In Europe, real 

rose 3.2 percent annually on the average between 
1973 and 1979. In the 1980's, on the other hand, real 
wages cxpanded less than 2 percent annually in most 
years. In 1982. the real wages of British workers were 
actually lower than in 1973. The real wages of American 
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workers have been slipping across the board since 197), 
dropping 6.7 percent in just the past decade 


Second, although workers living standards in developed 
capitalist nations have 4 ved 
war, their wages have ve to the — in 
productivity and the expansion of the national income. 
in developed capitalist nations, the proletariat enjoys a 
smaller and smaller share of the wealth it has created, 
while the surplus value rate gets higher and higher. In 
just about every European nation, workers’ wages made 


t 

from 54.9 t to 46.8 percent in n, from 59.) 
percent to 55.8 percent in Britain, and from 55.8 percen 
io 53.6 percent in the Federal Republic of Germany. 
other words, the capitalists’ incomes 
have risen sharply In the United States, for instance, 
industrial surplus value rate soared from 146 percent in 
1947 to 263 percent in 1957. In Germany, it rose from 
i814 i in 1950 to 276 percent in 1976. In Japan, 
it was 275 percent in 1951 and climbed to 443 percent in 


: 
' 
si=3 


Third, the proletariat is an entity. In examining the 
living conditions of the proletariat in capitalist coun- 
tries. we must also look at ther unemployment rate. The 
unemployment rate in Western nations was stubbornly 
high throughout the 1980's, with a large number of 
long-term . According to statistics from the 
Organization of Economic Cooperation and Develop- 
ment (OECD), the unemployment rate in Britain was a 
high 9.5 percent in 1988. Elsewhere, it was 10.8 percent 
in France, 11.5 percent in Italy, and |! percent in 
Belgium The combined unemployment rate of all West 
European nations was close to |! percent. In 1985-86, 
the total number of workers in the entire 
OECD was almost 31 million. 


Particularly noteworthy is that the long-term unem- 
ployed (unemployed for a year and more) now account 
for a steadily rising share of all unemployed. In the FRG. 
for instance, the unemployed constituted 32 
percent of the u in 1986, up from 16.2 percent 
in 1981. In Britain, it rose from 22 percent to 41 percent, 
in France, from 32.5 percent to 47.8 percent, in Italy, 
from 37.9 percent to 56.4 percent, and in the Nether- 
lands, from 22 percent to 56.3 percent. 


Fourth, by and large the real wages and working condi- 
tions of the proletanat in developed capitalist nations 
have indeed nsen since the war, but only because the 
daily necessities and costs of living needed to maintain 
and restore the ability to work have changed. It is the 
outcome of the needs of capitalist exploitation and the 
class struggle: Workers’ living standards may have 

up, but they are a far cry from the luxurious way of life 
of the monopoly capitalist and have risen just enough to 
keep the labor force at a level of reproduction for the 
time and place in question. The living standards of 
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workers are still lower than the average in society The 
incomes of a considerable number of worker households 
still fall below the official poverty line. Unable to main- 
tain even the minimum living standard, these house- 
holds live in a state of absolute pauperization. In 1960, 
the US, ment of Labor put the living expenses for 
a family of four at $6,000. Yel, a survey on 5,500 
households in 1959 shows that 60 percent of them had 
annual incomes less than $6,000 and 35 percent had 
incomes below $4,200. According to figures provided by 
Hai-le (3189 0519), a U.S. bourgeois scholar, the min- 
imum living expenses for a family of four were $5,830 in 
1959. His calculations show that the income of an 
average working-class family of four in December 1960 
was only $4,200, basically the same as figures released by 
the U.S. Department of Labor. At the time the U.S. 
Government acknowledged that the poverty line was 
$4,200. In other words, the average American working: 
class family hovered at the poverty line, 60 percent of 
working-class families could not make ends meet, and 35 
percent sank below the poverty line, unable to maintain 
the minimum living standard 


Some comrades are quick to dismiss this. They say, 
“Poor households in the West carn much more than our 
10,000-yuan households How can we say they cannot 
maintain a minimum living standard” Their skepticism 
is NOt surprising, since they do not understand the 
situation in Western countries Countries in the West are 
high-cost, high-consumption societies. In the West, 
taxes, rent, transportation, and health care take up more 
than two-thirds of a family's income In 1988, Americans 
in urban areas spent $5,000, $4,500, and $4,400 on 
housing, transportation, and health care, respectively, on 
the average, or $13,900 et Nationwide per 
capita spending was $5,500 on the principles 
followed in determining the poverty line, one-third of 
the income should go to food, which means that one 
must cut back on housing and transportation spending. 
Since just one-third of the poverty-line income is to be 
spent on food, one must eat poorly both in quantity and 
quality. According to 1983 statistics, the official poverty 
line for a family of four was an annual income of 
$10,178. With only one-third, or $3,393, available for 
food, each member of the household could afford to 
spend a mere $2.32 on food every day, or $0.77 per meal, 
which could buy nothing more than a cup of coffee and 
a sandwich at the cheapest fast-food restaurant. Cer- 
tainly nobody is talking about eating to one’s fill here. 
Eating at home is a little bit more economical. We can 
thus see that poor Americans must not only pinch and 
save when it comes to housing and transportation, but 
must also economize on food and clothing. 


Many workers in developed capitalist nations own cars. 
This is true. Bear in mind, however, that most of these 
cars were bought on an installment basis, using “bor- 
rowed” moncy. As we all know, the monopoly capitalist 
class in developed capitalist nations sells durable goods 
and houses on a hire-purchase basis in order to expand 
its market. To satisfy the basic needs of daily life, 
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workers have no choice bul to buy on credit, Conse- 
quently, personal debt has assumed enormous propor: 
tions in developed capitalist nations, In 1979, for 
example 51 percent of working-class households in 
Japan ‘ook out loans in France, 59 percent of the 
worker borrowed short-term loans. Each year the Amer- 
ican consumer devotes about 20 percent of his dispos- 
able 22 to 0 pay y off loans incurred in installment 
purchase ween 1981 and 1987, personal debt 
in the U, ae from $300 billion to $600 billion. It 
must also be pointed out that the consumer who buys on 
credit pays a hefly price in high interest rates. Interest 
rates in the United States start at |2 percent and climb to 
18-24 percent, at times even as high as 66 percent. The 
longer the maturing period of a loan, the higher the 
interest rates. This is usurious exploitation through and 


through. 


To prove that living below the poverty line means living 
in real poverty and not enjoying a comfortable standard 
of living that is higher than ours, let us compare the 
poverty line with the income ./ the average American 





JPRS-CAR-91-027 
18 May 1991 


family Statistics show thal each year between 1959 and 
1983, the income of the average American family was 
approximately two to three times that of the income at 
the poverty line, a gap that widened notably in the last 25 
years, This fact that families living below the 
poverty line are in a state of absolute pauperization, their 
level of consumption being less than half of that of a 
middle-income family. A large os of households 
below the poverty line make less percent of the 
income at the poverty level. In 1975, for instance, 
7,733,000 people, or 29 percent of all those living in 
poverty, earned less than 50 t of the income at the 
poverty line. By 1983, 13,583,000 people, or 14.5 per- 
cent, of all poor Americans earned less than 50 percent of 
the income at the poverty line. Obviously, these people 
live in absolute pauperization. 


(In the concluding segment of this article: The develop- 
ment of the capitalist economy has intensified the pov- 
erty of the proletariat and the “welfare state” is hypo- 
critical exploitation.) 
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NATIONAL AFFAIRS, POLICY 


Categorizing, Prioritizing Industrial Enterprises 
VICEOIVRA © ng TIGAL XINAT SYSTEMIC 
REFORM NEWS] in Chinese No 1, 15 Jan 91 pp 20-21 


{Rk by Huan Xin (3883 0207), edited by Tang Jian 
(0781 0256): “The State Plans To Categorize, Prioritize 
Large and Medium-sized Industrial Enterprises’) 


—_ According to departments concerned, the state is 
ormulating a method for categorizing large and 
medium-sized, state-owned industrial enterprises, and 


assigning priorities to them. 


1, The Principles and Criteria Used To Categorize and 
Prioritize Large and Medium-sized Enterprises 


Except for cases where state industrial policies explicitly 
restrict and prohibit development, large and medium. 
sized state-owned enterprises (including enterprise 
groups) are tentatively to be put into four categonies— 
each with a priority—in accordance with their roles in 
the national economy, their level of economic efficiency, 
and other factors. 


In the first category are enterprises whose basic condi- 
tions for normal production should be guaranteed by the 
State, departments, and localities. To be placed in this 
category, an enterprise must conform to the following 
criteria: |) It must be in an industry whose production 
receives key support from industnal policies. 2) It must 
have an important impact on the overall situation of the 
national economy, and play a significant role within its 
own industry. 3) It must bear responsibility for a rather 
large part of the mandatory state plan. 4) Within its own 
industry, it must an advanced position with 
respect to economic . the rate of material 
consumption, the ratio of output value to cost, the profit 
and tax rate on capital, and the profit and tax rate on 


wages. 


The second category applies to enterprises whose basic 
conditions for normal production should be given pn- 
ority arrangements by the state, departments, and local- 
ities. To be placed in this category, an enterprise must 
conform to the following criteria: |) It must be in an 
industry whose production receives key support from the 
state's industrial policies. 2) It must bear responsibility 
for some part of the mandatory state plan or, if not 
responsible for any part of the mandatory state plan. it 
must make important contributions to the state plan and 
to the people's livelihood. 3) Within its own industry, it 
must occupy a rather advanced position with respect to 
economic efficiency, the rate of maternal consumption. 
the ratio of output value to cost, the profit and tax rate 
on capital, and the profit and tax rate on wages 


The third category applies to enterprises for which 
localities (provinces, municipalities, autonomous 


regions, and cities with independent decision-making 
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authority) and depariments provide priority 

ments. The concrete principles and criteria should 
determined by the localities and departments, taking 
into consideration their own actual situations. 


The fourth category applies to large and medium-sized, 
state-owned industrial enterprises which, although they 
are not in the three categories above, conform to the 
industrial policies. It is also necessary to ensure the 
normal production of enterprises in this category as 
conditions allow. 


For small enterprises, all localities and departments 
should also select some key industries to categorize and 
— in accordance with state industrial policies. 

y should formulate relevant policies, including those 
on closures, temporary shutdowns, mergers, and restruc- 
turings 


Il. Policy Measures for State Support to F nterprises 
in the Fst and Besend Cotepneles 


|. The State Planning Commission, in coordination with 
relevant departments, provinces and municipalities, 
should arrange and realize the main production cond). 
tions—such as energy, transportation, and capital— 
which first-category enterprises need to fulfill mandatory 
state plans For electric-power enterprises, they must 
mainly guarantee coal supplies and transportation. For 
steel and non-ferrous metal enterprises, they must 
mainly guarantee supplies of coal, electricity, and trans- 
portation For other enterprises, they must mainly guar- 
antee electricity and transportation. The raw and other 
materials needed by the above-metioned enterprises 
should, in principle, be arranged and transported as is 
done now When enterprises encounter difficulties with 
production activities, the problems should bw resolved 
by dispatches according to the established priority list. 
On the basis of having met the guarantee for first- 
category enterprises, priority should be given to pre- 
paring the basic conditions needed for normal produc- 
tion in second-category enterprises 


2. Focus on supporting technological renovation and 
technological development in first- and second-category 
enterprises. The State Planning Commission should 
coordinate with relevant departments and localities and 
give priority support to the scale of investment, project 
programs, bank credit, international government credit, 
and development expenditures on science and tech- 


nology 


3. Based on need and feasibility, first- and second. 
category enterprises should be encouraged and sup- 
ported to gradually increase their strength. A group of 
small and medium-sized enterprises should be brought 
along and lead in technological renovation and techno- 
logical development, using such means as joint ventures, 
mergers, contracting, stock holding, and leasing. This 
would promote enterprise development and readjust- 
ment of enterprises’ organizational structures within 
their own industries. The State Planning Commission 
will coordinate with relevant departments in formulating 
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concrete measures for encouraging large and medium. 
sized key enterpriseswhich are suited to organizing 
enterprise groupsto develop such groups and conduct 
enterprise mergers. With regard to mergers and restruc: 
turings of state-owned enterprises, the method of admin- 
istrative transfer may also be considered, after full sup- 


porting analysis, 


4 While assigning categorizes and ties 10 enter: 
prises according to the industrial policies, banks should 
make first. and second-category enterprises the tof 
their support. All departments and localities first 
coordinate actions according to the priorities given first: 
and second-category enterprises, and prepare annual 
plans and production reports. No unit of person may 
withhold capital, energy, transportation, or raw mate- 
rials allocated to first- and second-category enterprises. 
It is necessary to resolutely suppress all unreasonable 
fees and levies. 


Price Fluctuations in 1989, 1990 Analyzed 


9/CE0396A Nanchang JIAGE YUEKAN [PRICING 
MONTHLY] in Chinese No 1, 15 Jan 91 pp 2-8 


[Article by Xiao Siru (5135 0935 1172), Duan Qiuping 
(3008 3061 1627), Li Jiande (2621 1696 1795), Xu Yi 
(1776 3015), and Zhang Yu (1728 1342): “Research 
Report on Current Price Problems”) 


[Text] 1. Characteristics and Causes of Price Fluctuations 


Between 1988 and 1990, the overall price level in China 
fluctuated dramatically. The overall retail price level 
jumped 18.5 percent in 1988 over the preceding year and 
climbed another 17.8 percent in 1989, hitting a post- 
1949 high. In early 1990, just about every sector in the 
nation expected double-digit price increases. As it turned 
out, the overall retail price index edged up a mere 2.! 
percent in the first 10 months compared to a year ago 
and 1s expected to increase about three percent for the 
year as a whole, the smallest annual increase since 1985. 
The extensive fluctuations in price levels in the past two 
years epitomize underlying problems in China's 
economy and provide us with much food for thought 


The Price Plunge Mystery 


It was a mystery why prices took a nosedive in 1990. 
Because 1990 was filled with factors, whether cost- 
driven or demand-led, that would seem to push up the 
overall price level. 


First, the state unveiled more price adjustment measures 
involving a higher amount of money in 1990 than in any 
other year. From the fourth quarter of 1989 to late 
November 1990, the state raised the passenger and 
freight charges for rail, waterborne, and air transport, 
increased the prices of table salt and salt industrial 
products, increased the procurement prices of such farm 
products as cotton, oil-bearing crops, sugar crops, and 
flue-cured tobacco, raised the foreign exchange list price. 


raised the prices of textile products twice, increased 
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postal rates, and increased the price of sugar. These |! 
price increases raised prices by over $60 billion yuan, 
more than in any other year since reform began, If half of 
these price adjustments were reflected in retail prices, 
they would jack up the overall retail price level by four 
percent and even higher with the chain reactions that 
occurred two years ago. Second, beginning in the fourth 
quarter of 1989, the scale of credit expanded steadily. In 
early 1989 it was decided that a total of 160 billion yuan 
worth of new loans would be issued for the entire year 
As it turned out, 60 billion yuan worth of lending had 
been completed by October, followed by an additional 
120 billion yuan in the fourth quarter, 1 the 
amount of new loans for the year to over 180 billion 
yuan, Loans continued to be made at an accelerated pace 
in 1990, Between January and October alone, new 
lending amounted to 170 billion yuan and estimates are 
that new lending for all of 1990 will top 230 billion yuan, 
a record in new loans in recent years. This type of 
over-distribution of credit, bank loans outpacing 
deposits, create a “deficit,” and normally raises price 
levels. 


Third, since the beginning of 1990, workers’ wages and 
miscellaneous subsidies have continued to climb 
Beiween January and October, the wages of urban 
workers totaled 22.1 billion yuan. For the year as a 
whole, the incomes of worker households are projected 
to increase 15 percent over last year, far higher than the 
gain in production. This should be another factor 
boosting the national price level. 


Fourth, the above-mentioned factors have greatly 
increased the amount of money in circulation. By 
October 1990, the money supply was already 30 billion 
yuan, or 15 percent, more than the same period a year 
ago, at a time when output rose just five percent or so. 
According to the law of money supply, when the money 
supply increases faster than output, the excess will be 
absorbed in the form of higher prices 


Clearly, the slide in prices in 1990 seemed to go against 
logic. What has happened poses theoretical researchers 
as well as policy-makers with a tricky and urgent 
problem. If we cannot satisfactorily explain this eco- 
nomic anomaly, then how are we to come up with 
scientifically valid economic policies? To answer the 
above question, we must first understand the special 
characteristics of the fluctuations in the overall price 
level in recent years. 


Special Features of Price Fluctuations Since Economic 
Rectification 


1. Characternstics of Pnce Fluctuations by Penod 


The regular monthly price index (comparing prices in a 
certain month with prices in the same month a year ago) 
does not directly reflect price changes from month to 
month. Therefore we have calculated a base index for 
retail prices and county fair trade prices for 1984-1990, 
using the overall price level of 1983 as our base. We 
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found that fluctuations in the overall price level in recent 
years fall into three periods. 


Before January 1986, a period of mild inflation when the 
overall retail price level inched up 0.6 percentage point 
each month on the average. 


Between June 1986 and January 1989, a period of 
marked inflation. The overall retail price level rose 2.8 
percent monthly on the a . Price increases were 
most rapid between July and September 1988 when they 
climbed 3.8 percentage points each month. One quarter 
alone accounted for 60 percent of the increase in the 


entire year. 


Since January 1989, the overall price level has been 
basically stable. The retail price level retreated from its 
peak and began fluctuating, now going up, now going 
down. If we take February 1989 as the base period, the 
overall price level has been fluctuating between two and 
three percent, sinking to its lowest point since 1989 in 
June 1990. The period around February 1989 marked a 
turning point in the movement of the price level as it 
switched from rapid increase to basic stability. 


2. The Seasonal Characteristics of Price Fluctuations 


Our analysis shows that the prices of county fair trade 
are characterized by notable seasonal vanations. Gener- 
ally speaking, prices rise between March and August, 
reaching a seasonal peak in the latter month before 
retreating gradually month by month. Prices are at their 
seasonal lowest between December and March the next 
year. As the overall price level rises, seasonal price 
differences also increase. Right now prices differ by as 
much as 20 to 30 percent from season to season. County 
fair trade accounts for about one-quarter of social com- 
modity retail sales. Seasonal variations should normally 
affect the retail price index. Our analysis, however, 
shows that there is no obvious relationship between the 
seasonal variations in the overall retail price level, on the 
one hand, and the seasonal variations in the level of 
county fair trade, on the other. Seasonal variations in the 
overall retail price level are relatively insignificant. 
Moreover, the retail price level peaks between December 
and February the next year and bottoms out seasonally 
around June. (The period between December and Feb- 
ruary the next year is the peak selling season for most 
consumer goods, a seasonal characteristic mirrored in 
the variation curve of the total social retail sales.) Just 
the opposite happens with the latter. One explanation is 
that the retail price index represents the seasonabicness 
of most commodities, thus disguising the seasonal char- 
acteristic of the county fair trade price index. Another 
explanation is that as far as the county fair trade is 
concerned, month-by-month comparability is limited 
(because both the quantity and vanety of commodities 
do change considerably from month to month.) Conse- 
quently, month-by-month comparisons and fixed-base 
indices are not very reliable. After discounting seasonal 
factors, the price level has actually entered a period of 
basic stability since January 1989. 
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4, The Structural Characteristics of Price Fluctuations 


Structural characteristics demonstrate themselves in 
three ways: 


Price fluctuations by product type. The early part of 
1989 was the watershed in price structural changes. 
Before that period, price fluctuations were characterized 
by the sharpest increase in county trade fair, followed by 
food prices and the prices of other consumer goods. 
Prices that rose more slowly were those of agricultural 
capital goods and service fees. After January 1989, the 
reverse was true. Service fees rose the fastest compared 
to the same period a year ago, followed by agricultural 
capital , ordinary consumer goods, and food. The 
prices of country fair trade showed the smallest increase. 


Urban price fluctuations versus rural price fluctuations. 
Before the first half of 1989, rural prices increased more 
slowly than urban prices. In 1988, the retail price level in 
townships soared 21.3 percent above the level a year ago. 
while its rural counterparts rose just 17.1 percent, Afier 
February 1989, rural prices increased progressively 
faster than urban prices month after month. For 1989 as 
a whole, township retail prices went up 16 percent on the 
average while rural retail prices jumped 18.8 percent. 
This gap continued to widen through | 990. 


Price fluctuations by region. In 1988, prices rose faster in 
the southeastern coastal regional than in the intenor, 
with places like Guangdong, Fujian, and Hainan posting 
the sharpest increases. Beginning in the second half of 
1989, the reverse occurred. Price increases in the south- 
eastern coastal region were smaller than those inland. 


These structural characteristics of price fluctuations 
show that the overall price level has stabilized by and 
large in the past couple of years, even declining in some 
cases. To a certain extent, the price level has retreated. 
Changes in the prices of farm products were the most 
important factor behind price fluctuations in the past 
few years. 


The Causes of Price Fluctuations 


Inflation in China in 1988 has been much discussed in 
the theoretical community. Here we focus on the 
intrinsic reasons that caused the overall price level to 
stablize and rebound somewhat. In China, economic 
factors that cause prices to fluctuate can be divided into 
three groups: demand, supply, government price control. 
Accordingly, the state of the market and prices since 
1989 are the outcome of a variety of factors working 
together synergistically: intensified direct government 
price control, the extent to which prices are allowed to 
float freely, insufficient effective demand, and changes 
in the structure of aggregate supply. Our analysis, how- 
ever, shows that the stability of the price level in the past 
two years has been caused by several different factors. If 
we examine price fluctuations in the context of changing 
macroeconomic policies, we will see that price fluctua- 
tions since early 1989 fall into three different stages 
depending on what primarily caused them. In the first 
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stage, which lasted from January to May 1989, it was 
direct government price control that mainly stabilized 
the overall price level, In the second stage, from June to 
November 1989, it was insufficient effective social 
demand that was mainly responsible for the decline and 
stabilization of the overall price level. Between 
November 1989 and October 1990, the structure of 
social products more than anything else caused the 
overall price level to decline and stabilize. Analyzing the 
causes of price fluctuations this way, that is, by stages, 
helps answer the question posed at the beginning of this 
article, 


Stage | (January-May 1989) Price and Market Analysis 


Beginning in late 1988, price stabilization became the 
principal objective of government economic policies. 
Governments at all levels adopted control measures in a 
multi-pronged approach to achieve this objective. Essen- 
tially, provincial, municipal, and autonomous regional 
governments were directly given an annual price objec- 
tive responsibility system aimed at restraining their 
tendency to raise prices. Price control power was 
removed from local governments at all levels and 
monopoly was imposed on some key capital goods and 
consumer goods. A price ceiling was slapped on certain 
products outside the plan. Price subsidies were 
increased, Where the price of a commodity had risen too 
much, it was lowered. Where price differentials were 
excessive, they were also lowered. The prices of com- 
modities that did not sell well were reduced as appro- 
priate. Price control and inspection was tightened in all 
sectors and regions. Although these administrative mea- 
sures did not directly decrease commodity prices, they 
did stabilize prices at their existing level. 


It should be pointed out that the move to tighten credit 
with administrative measures between October and 
December 1988 hit the economy very hard. Earlier in 
September, the amount of new loans issued was already 
reduced to 4.9 billion yuan. On top of that, lending 
further shrank 9.1 billion yuan in October, only to be 
followed by an increase of 3.3 billion yuan in November. 
In December new lending amounted to 45.9 billion 
yuan. When the government turns credit on and off in 
turns administratively, it throws social reproduction into 
chaos. The excess of money supply before the fourth 
quarter of 1988 had already been absorbed by de facto 
price increases and runaway production. As a result, the 
amount of money in circulation had basically fallen in 
line with production circulation. So when the govern- 
ment came in and tightened credit administratively, it 
inevitably set off a chain of reactions involving debts and 
making payment difficult. Slashing credit by 10 billion 
yuan may create 50 billion yuan worth of triangular debt, 
perhaps 100 billion yuan further down the road if we 
factor in retrenchment in capital construction. This 1s a 
major cause of rising production costs and declining 
profits. Meanwhile prices did not go down as expected. 
This is the dire consequence of not complying with the 
objective law of money circulation. 
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Stage 2 (June-November 1989) Price and Market Analysis 


The credit crisis caused by triangular debts had become 
a serious economic problem by the second half of 1989. 
The government came to the aid of enterprises by 
making a large number of working capital loans, At the 
beginning this worked quite well. Soon afterward, how- 
ever, a variety of measures aimed at cutting demand 
were firmly enforced in the second half of 1989. Effec- 
tive demand shrank, sending the market into a slump. 
Most of the working capital loans ivsued by the govern- 
ment were tied up in finished industrial products sitting 
idle in warehouses, According to a survey by the Indus- 
tral and Commercial Bank of 40,000 state-owned indus- 
trial enterprises, they increased output value by 23.1 
billion yuan, or 4.9 percent, between January and 
November. Funds tied up in unsold goods rose 64 
percent to 34.2 billion yuan. In October and November 
alone, banks gave enterprises another injection of 
working capital loans totaling 15.8 billion yuan. Yet 
enterprise funds tied up in finished products rose 9.5 
billion yuan in the same period, swallowing up most of 
their working capital. This is why increasing credit is no 
fundamental solution to the debt problem. 


Insufficient effective demand was what affected the 
market and prices most during this period, mainly in 
three ways. 


One, under-investment. Beginning in 1989, deep cuts 
were made in capital construction investment and tech- 
nological transformation investment. By year end, social 
fixed assets investment was off 50 billion yuan compared 
to a year ago, while actual workload fell 20 percent or so. 
With the multiplier effects, production plummeted and 
the market lost steam. 


Two, insufficient household consumption demand. On 
the household consumption front, as the real income of 
some urban and rural residents fell, their purchasing 
power also declined. In 1989, peasant per capita net 
income was 602 yuan, up 10.5 percent over 1988, but 
actually down five percent after taking price increases 
into account. The income of urban residents nominally 
rose 14 percent, but really fell 2.3 percent if we factor in 
price increases. The resultant lowered income expecta- 
tions and price expectations together with the introduc- 
tion of value-guaranteed savings accounts pushed sav- 
ings up 35.1 percent, further dampening real purchasing 
power. 


Three, social institutional consumption declined. Nom- 
inally social institutional consumption increased 4.2 
percent to 69.3 billion yuan in 1989 compared to a year 
ago. In reality, after factoring in price increases, con- 
sumption declined, which reduced real demand for com- 
modities. 


The combined effect of the above-mentioned factors was 
that the market weakened and industnal production 
slipped. During July-December 1989, the market was 
more sluggish than at any other period in recent years. 
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Social commodity retail sales fell 18 percent compared 
to the same period a year ago or 26.8 percent after taking 
into account price increases, It takes two months for the 
decline in retail sales to be reflected in industrial output. 
So while industrial output stull managed to show a 6.1! 
percent gain in August, the gain had been replaced by 
negative growth (-2.1 percent) by October, In December 
it expanded a mere 3.4 percent over the same period a 


year ago. 


Because production and sales faced a severe downturn, 
the market prices of most commodities started falling. 


Stage 3 (1990) Price and Market Analysis 


The market slump and output decline in the second half 
of 1990 caused a string of economic and social problems, 
sending a strong signal to the government. Beginning in 
the fourth quarter of 1989, therefore, stimulating the 
market became the leading objective of macroeconomic 
policies. New loans in that quarter totaled 120 billion 
yuan. Subsequently additional loans were made to large 
and mid-sized enterprises, investment controls were 
relaxed, interest rates were twice lowered, controls on 
technical transformation investment and social institu. 
tional consumption were eased to boost ultimate 
demand and open up markets, without notable success, 
however. 


Between January and September | 990, total retail sales 
slipped 0.6 percent compared to the same period in 
1989. The rebound in production was also very slow. 
Prices remained stable, with some declining. Industral 
profits continued to fall. The market remained dull and 
prices were cither flat or down even as everything was 
done to stimulate demand and significantly increase the 
money supply. No longer can we continue to explain this 
phenomenon by blaming insufficient monetary pur- 
chasing power. In our opinion, what caused the market 
to stagnate, prices to stay flat, and the failure of money to 
translate into real purchasing power during this period of 
time was changes in the structure of aggregate supply 
resulting from bumper harvests in the past two years and 
the fact that the mix of industrial products is out of sync 
with the urban demand structure. Structural incompati- 
bility 1s what basically shapes the market at the present 
moment. 


Gross agricultural output value rose 6.3 percent in 1989 
compared to 1988, exceeding the average growth rate 
(5.9 percent) of agriculture since 1979. Grain output was 
the best ever. Growers of other crops also reaped bumper 
harvests. That year the state revised procurement prices 
for farm products upward. Also, the effects of increased 
yields were not fully reflected in 1989. As a result, the 
prices of farm products were largely unchanged. In 1990, 
however, after two bumper harvests in a row, the orga- 
nization of the farm products market was at a low level 
and its limited self-regulating ability came to the fore. 
Since the procurement of the 1990 summer crop, the 
farm products market has been in a grip of a crisis 
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involving granaries and difficulties in procurement pay- 
ments. There have been problems implementing the 
“guaranteed price” policy, Crop market prices, such as 
grain fell. According to a survey of the Jiangxi market, 
the prices of farm products fell 8.2 percent in the third 
quarter compared to the same period in the preceding 
year. The price of grain fell eight percent. The number of 
live pigs procured was off 7.2 percent, Market meat 
prices were down 8.8 percent, 


Market demand for farm products has these characteris- 
tics, Since 1985, the consumption of staple and non- 
staple food in urban areas largely held steady, Cash 
incomes rose in 1990, but they had no effect on food 
consumption. In the countryside, while the consumption 
of nonstaple food was more elastic, the demand for 
self-grown farm products has dropped in the last two 
years due to a slump in real incomes. At a time of rising 
output, the inelasticity of food consumption in cities and 
the elasticity of nonstaple food consumption in the 
countryside have combined to drag down the prices of 
farm goods, thereby lowering the real incomes of peas- 
ants. According to a statistical study in Jiangxi, peasants’ 
cash incomes between January and October fell 18.79 
yuan, down 4.6 percent compared to the same period a 
year ago, of which 11.6 yuan can be attributed to the 
decline in the prices of agricultural byproducts and 7.63 
yuan to a downturn in nonagricultural incomes. The 
decline in peasant income has weakened purchasing 
power on the rural market drastically, making it even 
more anemic than its urban counterpart. As to why price 
increases were sharper in rural areas than in cities in 
1990, for one thing, the prices of agricultural capital 
goods showed a robust gain (six percent) and, for 
another, price control was weak on industrial goods in 
the countryside. 


The real cash purchasing power of urban residents ro. 
in 1990 but the market remained sluggish. The main 
reason is that the mix of industrial products is out of 
sync with the demand structure of urban residents. 
When average income is low, low-level consumption is 
saturated. These are the basic consumption characteris- 
tics: |) The consumption of consumer goods of ordinary 
quality and style has reached a saturation point. 2) 
People cannot afford upscale and high-price consumer 
goods. 3) Consumer choices are strictly limited. The 
supply structure developed over the years has these 
characteristics: |) The market is flooded with consumer 
goods that are poor or mediocre in quality and design. 2) 
There is a shortage of high-quality, medium-priced, and 
new consumer goods. Hence consumption is down, sales 
off, and the market sluggish. On the other hand, service 
charges and savings increased sharply as a result of 
service consumption and savings transfer. Given this 
pattern of consumption choices, interest rates have little 
regulatory effects on savings. 


Amid this basic supply-and-demand pattern of industrial 
and agricultural products, raising the wages of urban 
workers will not translate into a corresponding increase 
in purchase demand. Extensive price adjustments too 
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have failed to lift retail prices for these three reasons: |) 
Some price increases have not actually been carned out 
because the market is sluggish, 2) The ex-factory prices 
of some capital goods and industrial products were 
raised bul the price increases cannot be passed on since 
the market for finished products is sluggish, 3) The level 
of market prices fell even as the level of state regulated 
prices rose, offsetting the effects of price increases. 


In the present situation, increasing lending substantially 
has had no clear effects either. Because the market is in 
the doldrums, enterprises have little enthusiasm for 
borrowing. Even when they are given a loan, they balk at 
making an investment, Instead, the loan is withdrawn 
from circulation and returned to the bank through credit 
channels, forming new deposits. Thus even though the 
scale of lending has been widened, there have been no 
corresponding increase in real purchasing power and no 
multiplier effects on investment. 2) When the market 1s 
ina slump, most of the new working capital issued in the 
form of loans is converted into funds tied up in unsold 
goods. 3) At a time when enterprise profits are drying up 
and the stress is on stability, loans are used to make up 
losses and not for investment purposes or to make 
purchases. 


Conclusion 


Our analysis above basically answers the question posed 
earlier in this article. Early 1989 marked the turning 
point at which soaring prices began to level off and fall. 
There are three major groups of reasons why prices have 
stabilized in the past two years and they are of varying 
degrees of importance depending on the time penod in 
question. At the beginning, direct price control played a 
leading role. Later it was insufficient demand. Later still, 
it was deep-seated supply-demand incompatibilities. 
Right now the market is soft and prices stable even as we 
are pumping large sums of money into circulation. This 
is true mainly because the purchasing power of peasants 
has dropped following the slump in the prices of farm 
products, because people are not buying owing to the 
incompatibility between the rigidity of the industrial 
structure and the saturation of low-level consumption, 
and because capital goods are moving slowly due to 
limited real investment. Thus money is being withdrawn 
from the market through credit channels, resulting in 


high savings. 


Thus the centerpiece of any policy to further nudge the 
economy onto the track of sustained and steady growth is 
to raise the real income level of peasants, improve the 
mix of industrial products, and appropriately increase 
the scale of investment while steering investment in the 
right direction. 


The basic difficulties are: |) To adjust the product mix in 
such a way that it satisfies the demand structure of the 
industrial structure, enterprise behavior, and govern- 
ment behavior. Such an adjustment will not do much in 
China in the near term and therefore cannot influence 
the market in 1991 in any major way. 2) To increase 
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peasants’ earnings in & way commensurate with the 
increase in Oulpul, we must solve the issue of who should 
assume the risk that goes with the prices of farm prod- 
ucts, If the government is held responsible, it will 
unavoidably have to shell out more money in subsidies. 
Ata time when the treasury already finds it hard to make 
ends meet, there is not much room for maneuver, 
Citizens may assume the risk, which would be a politi- 
cally risky move. 3) Where actually will investment come 
from? With profits falling, enterprises are now much less 
able to invest and much less eager to raise their own 
investment dollars by borrowing. If the government does 
the investing, its deficit is bound to get even worse. 
Moreover, it will not be able to recoup its investment in 
the next few years. But the most likely course of action is 
for the government to further increase its deficit. 


Basically this is how we see price trends in 1991: prices 
will remain flat and rise somewhat, How prices will 
fluctuate depends primarily on three important factors. 
First, harvests. If there is another bumper crop, the price 
level will remain stable. If the opposite happens, prices 
will go up. Second, the rate at which the economy 
rebounds. Beginning in the fourth quarter of 1990, a host 
of figures has shown that the Chinese economy has 
started to bounce back. How fast the economy turns 
around will decide whether prices will go up or down. 
Third, fine-tuning the force of macroeconomic regula- 
tion and control. How strict macroeconomic regulation 
and control is directly affects the overall price level. 
Judging from the practice of reform in the past few years, 
price fluctuations in the final analysis depend on ups and 
downs in the economy. In 1991, the economy may go 
either one of two ways. In one possible scenario, after 
adjusting the force of macroeconomic control, all reform 
will continue, and industnal output and market sales will 
grow at a reasonable pace. As a result, the entire 
economy will expand in a positive direction. In the other 
scenano, despite modifying the force of macroeconomic 
control and regulation, neither the industnal structure 
nor the mix of products will be adjusted effectively, and 
slow growth and depressed prices will continue, inducing 
a new round of inflation. We hope that the first scenario 
will become reality through the effort of all quarters. 


Dual-Track Pricing for Capital Goods Examined 


Beidaihe Conference Discusses Problems 


9ICE0463A Being JIAGE LILUN YU SHIJIAN 
/PRICE. THEORY AND PRACTICE] in Chinese No 1. 
Jan 91 pp 28-30 


[By Ling Lianping (C407 5114 1627): “Summary of 
Conference Discussion on Dual-Track Pricing for Cap- 
ital Goods” 


[Text] From 10 - 12 October 1990, the Pricing Institute 
of the State Bureau of Pricing convened a conference at 
Beidaihe to discuss dual-track pricing for capital goods. 
Comrades from 25 provincial, municipal, and regional 
pricing institutes took part. The conference carried out 
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enthusiastic discussions on resolving difficulties facing 
the eee oy system for capital gor ‘s and on 
conditions to merge the system, on views toward 
a merger, and on merger methods Following is a sum: 
mary of the discussions. 






| Should the Issue of Dual- Track 
Pricing for C Goods Become the Focus of 
Current Price ? 

One opinion held that, at present, the disadvantages of 
dual-track pricing is becoming increasingly inent 
and serious Ht is disturbing market order, affecting the 
normal operation of economic life, and becoming an 
obstacle to readjusting industrial structure and to further 
growth of the capital goods market, With the advent of 
improvement and rectification and owing to the “double 
tight policy, the economy has gradually cooled, the 
market has weakened, prices are stable with a slight 
decline. and inflation has been effectively controlled At 
the same time, owing to insufficient demand. dual-track 
price spread for capital goods has narrowed This pre- 
sents a fine opportunity to resolve the issue of dual-track 
pricing for capital it is for this reason that we 
should make it the of current price reform 


Another opinion held that, owing to weakening of the 
market. narrowing of the dual-track price spread. and 
alleviation of various contradictions caused by dual- 
track pricing. the issue is no longer so important. The 
principle contradictions thoi should now be faced are 
how to start up the market, readjust industrial structure. 
and improve economic efficiency of enterprises. There 
are also comrades who propose making the price of 
agricultural products the focus of current price reform. 
Comrades who support this view think that the inflation 
that has occurred in recent years has caused the price of 
agricultural products, in particular grain prices. to go 
downhill. the peasants to suffer a loss in profits. and the 
issue of agricultural prices to go unresolved. This will be 
extremely harmful to the future growth of agricultural 
production 


Ae nity Day ed eyo 
Obstacles Facing Dual-Track Pricing for Capital 


Comrades at the conference were of the opinion that 
resolving the issue of dual-track pricing for capital goods 
was an important task facing price in China. At 
present, the drawbacks to the system are quite prom:- 
nent. However, conditions are not ripe for totally 
merging the dual-track system into a single-track system. 
To do so would throw the reform of the system into a 
dilemma. Given China's present institutions and eco- 
nomic climate, resolving the issue of dual-track pricing 
for capital goods would run into a number of difficulties 
and obstacles 


|. In the last few years, overissuance of currency and too 
much capital construction have produced demand-pull 
and cost-push inflation After the general policies of 
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improvement and rectification were implemented, the 
market weakened and a ing of funds 
occurred. However, costs have continued to rise and 
age my have found themselves in extreme difficulty. 
To a merger under these circumstances would 
cause even bigger cost increases for and medium. 
sized state-run enterprises, which ve planned allo- 
cations of a large amount of capital goods. li would be 
especially detrimental to production growth for these 
enterprises. This is one of the difficult problems that the 
merger process will undoubtedly encounter 


2. Under the fiscal system of “serving meals to different 
diners from different pots” and enterprise contracts, we 
must change the extremely difficult pattern of benefits 
formed by the dual-track pricing system of capital goods 


1 Enterprises in China have different ownership systems 
and are of different sizes. There are large differences in 
their management standards and technological levels 
This results in wide cost disparities for the same prod- 
ucts. Even there are a number of contradictions 
and frictions under the dual-track pricing system, the 
economy can still operate If we were to suddenly 

to a single track and eliminate the protection of a split 
market, many enterprises would for a time be unable to 
adapt 


4 Another difficulty associated with dual-track pricing 
for capital goods is an industrial structure that is ser- 
ously lacking in logic. 


5. The widely existing issue of fictitious costs also poses 
a big problem in dealing with dual-track pricing for 
capital goods. 

6 Enterprises still do not possess the principle market 
skills. They do not know how to react correctly to market 


7. The degree of market growth is low, and its function 
unsound. 


8. Enterprise efficiency is too deficient. 
Ill. Views on Dual-Track Pricing for Capital Goods 


Comrades at the conference felt that the issue of dual- 
track pricing for capital goods could not be resolved in 
three to five years, or even be completely resolved in 10 
years. It could only be comprehensively resolved after a 
long-term, gradual process. Comrades at the conference 
expressed the following views concerning dual-track 
pricing for capital goods. 


|. “Four combinations.” The main content of this view 
is’ (1) Combine readjustment of planned pricing with 
freeing up pricing. Following the substantial success of 
improvement and rectification, we must fully promote 
certain measures to improve planned pricing. However. 
some products should also be progressively freed up to 
allow a certain increase in the market regulation of 
prices. (2) Combine proceeding by key points annually 
with proceeding by stages. Raising the prices of such 
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basic products as coal, crude oil, electric power, stee! 
, and nonferrous metals isa 
point of capital reform during the Eighth 
Plan. Because the effect of these products on 
the market price of commodities and on the psychology 
of inhabitants differs, the items that come oul each year 
must be selectively combined in groups to avoid creating 
too much of a shock Considering that there are quite a 
few outstanding accounts for certain basic products, it is 
nol possible to raise them to a proper level in a year's 
time, This is why it is necessa'y to raise them by siages 
(3) Combine raising prices within the plan with read. 
justing the plan proportions (4) Combine proceeding by 

product with proceeding by area 


2 “Gradually proceeding by categories, and combining 


control and t and reduction and merger.” 
Ciradually ing by categories means adopting 
methods for ng the two tracks based on different 
varieties of differing conditions of market 


competition, availability of raw materials, elasticity of 
supply and demand, and importance to the national 
economy. “Control and t” mean the state's 
use of macroeconomic levers, such as financial adminis. 
tration, tax revenues, credit, interest rates, wages. and 
rates of exchange, to control and influence invesiment. 
production, markets, and consumption, thereby bal- 
ancing overall supply with overall demand At the same 
time, adopting the three levels of administrative of 
guidance of indusinal policies, trade and industry pro- 
grams, and administrative intervention would bring 
microeconomic activities of enterprises in line with 
macroeconomic goals In addition, we must also adopt a 
sound legal system to standardize various economic 
behavior. In this way, by adopting macroeconomic eco- 
nomic, administrative, and legal contro! and manage. 
ment, a good economic climate and market environment 
is created for unifying the dual tracks “Reduction and 
merger” mean either reducing the distance between the 
two tracks and the numbers of the vaneties or unifying 
the two tracks. When conditions are temporarily unsuit- 
able for merger, we must strengthen macroeconomic 
regulation and control and restrain price rises outside of 
the plan, and at the same time, systematically raiwe 
planned prices to reduce the gap between prices within 
and prices outside the plan, thereby creating conditions 
to merge the two tracks. When conditions are suitable. 
we must bring the plan track and the market track 
together as quickly as possible 


3. “Proceeding according to business and industry. 
according to product, according to region, and according 
to links.” (1) Proceeding according to business and 
industry. The upward adjustment of prices and charges 
of a small number of state-owned monopoly businesses 
and industries, such as petroleum, electric power. rail- 
roads, airlines, postal services, and housing, are set by 
the state, and the prices of machinery and clectronic 
products businesses and industries use a combination of 
regulated prices and prices that are freed up. The two 
tracks for these methods must be gradually merged (2) 
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Proceeding according to product) This means imple: 
menting market regulation to control advanced products 
which are mainly state 
which are both state 
products which are mainly freed up (3) Proceeding 
according to region This has two levels of meaning. One 
refers to products a considerable portion of which are 
produced in one region and which are allocated nation- 
wide They must be merged into the planning track and, 
as 800n a8 ble, have their prices uniformly fined by 
the state. other level refers to certain capital goods 
produced and sold locally in remote regions at prices that 
have been freed up Their prices are regulated by the 
market (4) it 4 according to links We must deal 
with production links and circulation links each on their 
own merits by relaxing price controls in the production 
sector and implementing sirict control of differential 
rates in the circulation sector 


4. “Passive merger of the two tracks.” Actively merging 
the two tracks consists of doing 60 as soon as conditions 
are suitable or, if they are unsuitable, creating suitable 
conditions, whereas, passive merger of the two tracks 
advocates resolving each problem as it arises. Since the 
difficulties in resolving problems related to the dual- 
track system are huge. it cannot be done in a short period 
of time. If the planning system is not thoroughly 
reformed and economic structure is not properly read- 
justed. dual-track pricing will be difficult to chiminate 


IV. Methods for Merging the Two Tracks for Certain 
Specific Products 


Comrades at the conference were of the opinion that 
different methods based on the different circumstances 
of the products involved must be used to merge dual- 


track pricing for capital goods 


1. Some businesses and industries should not be 
involved in dual-track pricing but actually are. Admin- 
istrative methods should be used to explicitly prohibit 
this. To ensure that these businesses and indusines are 
able to the continue to exist and grow. their z es should 
be adjusted to a proper level 


2 A number of nonferrous products under monopolies 
can, on the basis of combined average prices or prices 
approaching market prices. form new uniform prices. 
thereby climinating the dual-track pricing The new 
uniform prices can be readjusted once cach year in 
accordance with supply and demand changes and with 
cost changes. The necessary time can also be readjusted 
at any time 


4 Planned prices for electric power should be increased 
to the proper level as soon as possible, the dual track 
climinated, and a system established whereby clectric 
power prices are changed based on changes in coal 
prices. At the same time, penalty prices should be 
imposed on enterprises using clectnic power consumed in 
excess of average advanced norms for the entire 
industry 
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in high and low price formations make it impossible 

compare enterprise costs between different enterprises of 
the same industry at different times. In selling products. 
differences in high and low pnce formations make i 


appraisal and cxamination of enterprise economic effi- 
crency Having aggravated the chaos of the circulation 
sector and initiated the suspension of buying and selling 
for intermediate links, it has formed a breeding ground 
for corruption and senously abetted unfair allocations. 
Al present. people keenly fee! that “dual-track” pricing 
for capital goods has now become an obstacle to further 
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growth of the capital market and the deepening of 
reform Eliminating the system as soon as possible 

become a widespread cry and wa» written into the 
tand Rectification 


“Dual-track” pricing is an objective economic phenom. 
enon and the product of a certain economic climate It is 
0 ey SS 2S & ere (Es Bey 
decisions In addition, because it has in practice for 
several years. it has formed a pattern of new benefits 
That this benefits pattern is not completely without logic 
makes transforming the “dual track” into a “single 
track” seem even more difficult 


Having for the last sia months worked on resolving the 
issue of “dual-track” pricing for capital, we have learned 
that the following are the main points of difficulty 


| During the process of merging the two tracks for 
pricing capital goods. we have to prevent large increases 
in commodity prices Lowering cacessively high 
increases in retail commodity prices constitutes an 
important goal of improvement of rectification and 
maintains social stability. thereby promoting an impor- 
tant aspect of sustaining. stabilizing. and coordinating 
the growth of the national economy At present. certain 
industries, such as coal, have suffered losses throughout 
the industry. In resolving the “dual-track” issue and 
effecting a merger. we must correspondingly find a 
solution to these losses to enable enterprises which have 
accumulated funds to utilize them for development and 
transformation This way. the prices would inev- 
itably have to be higher than present combined 
average prices The chain reaction from increasing prices 
of source products inevitably affects successor products. 
giving | us to rises in overall price levels and adding 
to the di res of merging the two tracks 


2. Revenue denved from the price spread of products 
sold under “dual-track™ ng is now going for legit- 
mate uses. It will be di t to abruptly eliminate it 
after a merger For cxample. the prce-spread revenue 
derived from replacing crude oi!) and heavy oi! in the 
conversion from heating oi! to heating coal was already 
designated for measures to make the conversion, and the 
price-spread revenue from the petroleum industry 
exceeding base-figure production for crude oi! was 
already designated for oil-field exploration After “dual- 
track” pricing for capital goods has been eliminated. 
some enterprises could derive less prnce-spread revenuc 
than they did before the merger. A way will have to be 
tuund to compensate and replace the difference How- 
ever, state finances have been in extreme difficulty in 
recent years. It is not likely that increased funds will be 
allocated 


3. Large urban industries. large-scale key enterprises, and 
key construction projects will be under heavy attack 
Their endurance is limited. A large portion of raw 
materials and fuel needed for production by large urban 
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industries and large key enterprises and building mate. 
fials such as siee! products, lumber, and cement needed 
by ion projects are under unified distribu: 
based on planned prices Aficr pricing 

for capital goods has been merged, ion costs for 
enterprises will increase ability to assim. 
absorb these increases is limited Likewise 1 
make increases in com. 


| 


enterprises in a 


predicament and would be incompatible with the general 
policy of further vitalizing large. and medium-sized 


supply channels for impor. 
required by collective enter. 


materials departments responsible for unified disinbu- 
tion of capital goods are confronted with more than | 
million collective enterprises nationwide How. 
hizational 


If we are to eliminate “dual-track” pricing for capital 
goods. impose one price for one commodity and pul an 
end to black market trading. we essentially must have an 


pricing will only disappear by establishing a widespread. 
relatively relaxed economic environment in which the 
seller's market of high prices that exceed the plan and are 
outside the plan withers away However. we cannot 
effect a balance of overall supply and overall 
demand within a short period of time. If, during 
improvement and rectification and under conditions 
where overall demand still exceeds overall supply. we are 
to gradually resolve the issue of “dual-track™ pricing for 
capital goods, we now must do our work based on the 


following aspects 
1. Strictly controlling demand, further reducing the 


financial credit. hold down financial expenditures that 
are too big. and gradually climinate financial deficits 
We must control the size of credit, readjust the credit 
structure, and effect currency issuances gradually so as 
not to exceed the needs of economic growth Continuing 
to control the extent of investments will prevent con- 
sumer demand from increasing too rapidly If, while 
simultaneously maintaining an appropriate degree of 
production growth. we adjust product mix and contro! 
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indiscriminate development of the manufacturing 
industry, we will alleviate the crisis with energy and raw 
and semifinished materials 


Under conditions of somewhat improved bal. 
ance and when certain heavy industrial ots under 
“dualtrack” have sustained a balance 


pricing 
between wupply and demand for a relatively long period, 
we must not the opportunity to eliminate “dual: 


track” pricing for these products. 


2 Putting into effect single prices for heavy industrial 
products where one commodity has multiple prices 
within the plan Normal prices within the plan and h 
prices within the plan are all uniformly stipulated by t 
siate Merging these categories of multiple prices into 
one would be somewhat easier than merging the two 
tracks of planned pricing and market pricing. In order to 
reduce resistance to converting multiple prices into one, 
enterprises whose earnings are proper should be pro- 
tected as much as possible and their need for legitimate 
expenditures guaranteed On the basis of this require- 
ment, it 1s generally appropriate to put into effect com- 
bined average planned prices For example, in the next 
two years, we could combine price readjustments First, 
we could change the multiple prices of coal under unified 
distribution to a single price and later gradually elims- 
_ 3 varieties of products with multiple prices within 
t 


3. Select an opportunity for appropriately raising 
planned prices At present, most planned, at-the-factory 
prices of heavy industrial products tend to be low. The 
profit tax rate on funds for the coal, electric power. 
building materials, and railroad industries 1s lower than 
the national average. having only a live correspon- 
dence, respectively, of 6.3 percent, 17.2 percent, 92.7 
percent, and 56.3 percent to the national average Coal 
and petroleum exploitation have suffered losses 
throughout the industries. Some of the factory prices for 
steel products within the plan are lower than the average 
costs of the stee! mill. Consequently, we have to gradu- 
ally raise their planned prices in stages and in groups. Of 
course, when raising prices, we have do it as efficiently. 
with as little shock, and with as few subsidies as possible 
to avord having the retail price index destroy demand for 
state annual planning. During improvement and rectifi- 
cation, we can consider first appropriately raising price 
levels for crude oi! and heavy oi! that are within the 
plan's normal prices, merging the multiple prices for coal 
within the plan, and appropriately raising the combined 
average at-the-factory, planned price of coal. 


4 Strengthening market management while improving 
and rectifying circulation. There are too many compa- 
nies involved in the circulation of capital goods, and 
their operations are chaotic. This is mainly why the price 
spread 1s too large in “dual-track” pricing and why prices 
outside the plan are driven up too high. We must firmly 
and thoroughly implement the “CPC Central Committee 
and State Council Resolution on Further Sorting Out 
and Rectifying Companies” and disband and merge a 
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nies which take advantage of the loopholes in “dual- 
— pricing, engage in profiteering, and seck excessive 
ts. 


In order to rectify and establish a normal market order 
and st management and guidance for the circu. 
lation of {| capital goods outside the plan. we 
have to set up a public sales system for important capital 
outside the plan During improvement and rect: 
ion, we could first implement a public sales system 
for such as steel, pig iron, coke, lumber, and 
hon metals which enterprises sell on their own 
With respect to the sale of these products. sellers would 
have to make public to each other the source and 
quantity of their goods, the price of their products, their 
sales prospects, and their method of settling accounts If 
they made sales at state-approved unified markets. they 
could not in any way engage in trading activities outside 
public sales markets. It would have to be clearly stipu- 
lated that capital goods sold at public sales markets are to 
comply strictly with state pricing policies, and products 
traded which have —— limits stipulated by the 
state must not exceed r ceiling prices. The same 
product at the same market at the same time would have 
to be sold to all consumers at the same price. It would not 
be permitted to impose multiple prices for different 
business prospects, and it would be strictly forbidden to 
demand cash or goods beyond the price. 







Forum Discusses Furthering Enterprise Reform 
9ICEOSOSA Beying JINGI RIBAO in Chinese 
16 Mar 91 p 3 


{Article in “Theoretical Bearings” column by Meng 
Xianglin (1322 4382 2651), Wang Ai (3769 8842), and 
Wang Xiaoyun (3769 2556 0061): “Well-Known Figures 
of Theoretical, Economic Circles Hold Forum in Being 
To Probe Ideas for Deepening Enterprise Reform’) 


[Text] On 6 March Wang Guangying [3769 0342 $371). 
Ma [7456 3163), Wang Jue [3769 3778), Wu 
Jinghan [0702 2417 8834), Wang Haibo [3076 3189 
3134). Dai Yuanchen (207! 0954 2525], Zhou Shulian 
[6650 0647 $571), and Chen Qingtai [7115 3237 3141), 
well-known figures of economic and theoretical circles. 
as well as some young and middle-aged theoretical 
workers assembled in a hall to hold a forum on a 
currently popular topic—deepening reform and invigo- 
rating large- and medium-sized enterprises. On the basis 
of making a full analysis of the current situation in 
reform and the current state of enterprises, the forum 
participants stressed the following basic ideas on reform 
and invigoration. 
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. Iasiet on making enterprise reform the 22— 
tht link of all reforms. From 
the long-term, fundamental view, enterprise reform 
plays the decisive role in enhancing enterprise vitality, 
and is also an important component part of reform as a 
whole Invigoration of enterprises cannot be done in 
isolation, bul must on thoroughly carrying out 
reform asa whole. U certain conditions the external 
environment will become the contradiction for enter: 


5 eee © See Se & Gane GD. & 
process of changing from a product economy to 
modity economy, ie cotsmncin depend on Ge Gates to 
act as the driving force. To invigorate the large 
medium-sized state-run en ust make 
face up to the market and their consciousness in 
order to take part in market competition, and overcome the 
idea of waiting for and on the state and govern- 
ment to tilt toward their . We must expand the 
iafiuence and role of mashes mochenioms on enterprise 
production and operations We must the 
prises’ ability to bear market pressures end risks, while 
burlding an environment for fair tion. 


4. Further perfect the enterprise 

the Eighth Five-Year Plan period, the contract system 
will remain the main form of enterprise operations, but 
while it 18 being upheld it must also be further perfected. 
80 that property nghts restraints are strengthened, short- 
term behavior is overcome, and operations contracts are 
changed to property contracts. Thus the suitable separa- 
tion of an enterprise's external ownership nmghts and 
operations nights will into a suitable separation of 
its internal ownership mghts and operations rights, so 
that the enterprise is made truly responsible for state 
property. At the same time we must vigorously explore 
and perfect the stock system—this new operation—and 
the reform of an enterprise's property rights in which the 
stock system 1s integrated with the enterprise's property. 


4. Develop enterprise groups in an organized manner. 
Under the conditions in which market development is 
not yet complete, in developing enterprise groups we 
must make a point of avoiding blindness and precipitate 
action Our enterprise groups must meet the following 
standards: become the market's main part of indepen- 
dent production and operations, become the main pari 
of the adjuctment of the industnal structure and the 
enterprise organizational structure, gradually become 
the main part of investment, and in the future become 
the main force that enters the international market. 
Through development of enterprise groups and the deep- 
ening of enterprise reform, including exploration of the 
stock system, we must expernment with group models of 
the form of mixing stocks and controlling stocks, protect 
and insure the normal increase in the value of state- 
owned property, set up an appropriate interests distribu- 
tion and property nghts system, and attain the objectives 
of displaying the superiontes of large- and medium-sized 
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enterprises, reshullling the enterprises’ organizational 
structure, and effecting an optimal reconstitution of the 
production factors 


§. Perfect the internal reform and management of enter 
prises, Enterprises now really face many difficulties, but 
they cannot sit and wait for sate policies that are 
preferential and that tilt their way, and cannot wait fora 
change in the macroeconomic environment, but should, 
with the internal enhancement and perfection of various 
Management systems with “strictness” at their core, 
improve their overall quality, and should correspond. 
ingly carry oul a complete set of reforms internally, 
smooth out relationships, and set up normal, effective 
—_ mechanisms so that they truly become vig- 
jenl economic organizations. 


6. At the appropriate time step up the pace of reform, \/nder 
the conditions of a loosening in the economic ens .conment, 
some reforms cannot be carried out. Certain difficulties and 
problems appearing in economic life precisely reflect the 
ae & eee ee — 
The invigoration of large- and medium-sized enter 
prises is the central link and indicator of the deepening of 
reform. We should seize the opportunity to create conditions 
and at the appropriate time step up the pace of reform, so that 
the large- and medium-sized enterprises. in the aspects of 
enterprise system, operating mechanisms, distribution rela- 
tionships, and property mghts system, will be truly invigo- 
rated and become. in reality as well as name, the main force 
for promoting the development of the national economy. 


This “Forum on Deepening Reform and Invigorating 
Large and Medium-Sized Enterprises” was jointly spon- 
sored by the Editorial Department of the All-China 
Federation of Industry and Commerce's ZHONGGUO 
GONG SHANG [CHINA INDUSTRY AND COM. 
MERCE) and the Editorial Department of 
ZHONGGUO GONGYE JINGII YANJIU [CHINA 
INDUSTRIAL AND ECONOMIC STUDIES). 


Social Commodities Purchases, Sales, Stocks 


HK 2803092091 Beijing CEI Database in English 
28 Mar 91 


[Text] Beying (CEI}—Following 1s a list of the purchase. sales 
and stocks of social commodities in Feb. 1991, released by 
China Statistics Information Consultancy Servcice Center: 





























(in rmb 100 million yuan) 
21 ed) 190 
| Home purchase 2594) 1168.2 
a Indusinal goods 29 4440 443 
b Agricultural and wde-line 2800 1108 972 
products 
c Used goods 
2 Home sales 2910.1 13366 
1. Stocks by Now 30 470.2 3320.7 
incl foresgn trade dept 4779 4929 
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February Social Commodities Retail Sales February Sales of Social Commodities 
HK2803091891 Beying CEI Database in English HK04041 10891 Beying CEI Database in b nglish 
28 Mar 91 4 Apr 9/ 
[Text] Beijing (CEI) —F is a list of domestic net 
(Text) —2* (CEl}—Following is @ list showing the sales volume of social ties in February 199), 
total value of retail sales of social commodities in Feb. _ released by the China State Statistical Bureau: 
1991, released by CSICSC [China Statistics Information 
Consultancy Service Center): = T Volume 
Feb 1991 Feb. 1990 
Valve (in rmb 100 m. yuan) 
wpe t= = Hefty 
Revail Sales 15269 | 9980 | 606) 2©¢ = * 
Pork pug 10,000h4 9168 1705 
—— 10,0001 Le) 6) 
a Consumer goods 14148 705.1 $746 to 
Aquatic prod 10,0001 214 i76 
including selling to residents 12869 | 646) $24) —J F = 
b Means of production for 2.1 $29 61.7 . 
peasants Sugar 10,0001 2.2 ay? 
2 Sales channels Cigaretic 10,0000/s 145.9 2298 
a State-owned 622.3 903.0 246 9 Liquor 10,0001 $2.7 $7) 
b Collectively 444 229.7 211.5 Cotton cloth 100m m 21 25 
including supply and mar. 2196 1136 110.5 Cotton and synethetic | 100mm 1.0 1.2 
keting co-op blend 
© Jointly owned J 3 24 Synthetic fabric 100m m 06 0.7 
4 Individual 2924 1454 120.6 Wool fabric 10,000m 1770.8 1590.0 
© Sales by peasants to nonag. isis 6 $4.9 Silk and satin 10,000m 3350.4 17196 
ncultural residents Knitted underwear 100m. pe 06 0.5 
Soap 10,0000/s 2926 02 
Department Stores Record Sharp Increase Detergent 10,000: $.0 6.5 
ia Tomo Sewing machine 10,000set 464 aya 
OW 0304090691 Beying XINHUA in English Wrist watch 10,000p « 321.9 294.9 
0821 GMT 3 Apr 91 Bicycle 10,000 195.8 i849 
(T | Be 13 CINEU * — Semi-cond radio 10,000set 819 M4 
ext} Beying, April 3 ( A)— Thirty-five TV set 10,000set 209 9 156.5 
department stores in China reported a 36.2 percent : 
increase of turnover for the first two months of this year, __T#Pt recorder —— —RL 
as compared to last year's period. Electric fan 10,000 484 61.2 
The Beijing-based ECONOMIC DAILY reported today “Shine machine _|_10,000se = = 
that the stores turnover volume for the period exceeded —Refngerator 10,000set 269 23.0 
1.94 billion yuan. Coal 10,0001 1440.2 982.0 


The paper said that sales of various consumer goods 
increased sharply during the two months. 


Statistics show that clothing sales jumped to 137 million 
yuan, up | 20 percent over last years period. At the same 
time, shoe sales increased by 68.3 percent, while sales of 
household electrical applicances rose by 20 percent and 
gold jewelry by 73.7 percent. 


The market for expensive cigarettes, wine and cakes was 
also brisk, according to the newspaper. 


The paper attributed the sharp scles increases to an 
abundant supply of famous brand high-quality consumer 








































































































Producer Goods Market To Be Promoted 


OW 2304133491 Beying XINHUA in English 
1202 GMT 23 Apr 91 


[Text] Wuhan, April 23 (XINHUA)}—China is deter- 
mined to develop its producer goods market in a bid to 
meet the demands of the country’s planned commodity 
economy. 


This was recently disclosed by an official from the State 
Administration for Industry and Commerce during a 
national meeting on market control held in Xiangfan 
City, Hubei Province. 
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The official noted that industry and commerce adminis 
trations at all levels will atte to support the local 
governments and enterprises encourage them to join 
together to promote the market. 


The administrations will assist large and medium-sized 
firms in their efforts to produce products in accordance 
with market rules. 


PROVINCIAL 


20 Shaanxi Enterprises Experiment With Reform 
VICEO400A © ng TIGAL XINXI (SYSTEMIC 
REFORM NEWS] in Chinese No 1, 15 Jan 91 p 16, 31 


[Report by the Shaanxi Provincial Systemic Reform 
Commission, edited by Mo Rong (5459 5554): “Shaanxi 
Province Further Perfects Reform Measures for Large 
Enterprises”) 


[Text] Recently, Shaanxi Province perfected and read- 
justed | 2 special policies enjoyed by 20 large, provincial- 
level enterprises who were pioneers and test cases for 
reform. 


After readjustment, the 12 policy regulations are: 


|. The factory director nominates or the party committee 
recommends which factory-level deputy chief adminis- 
trative officers and “three chiefs” should be hired or 
fired in an enterprise. The organizational and personne! 
departments conduct an investigation. After a collective 
discussion at the party and inistrative leadership 
meeting called by the factory director, the factory 
director decides on the hirings and firings, and reports to 
the relevant departments for record-keeping purposes. 
For cadres in branch factories, sections, and 
competitive bidding should be used, and people should 
be hired according to ment, the aforementioned proce- 
dure may also be used, with the factory director deciding 
the hiring and ſiring 


The factory director makes proposals about enterprises’ 
institutional arrangement and personnel size in accor- 
dance with production needs and workload. The factory 
director decides these only after a discussion at the 
meeting of the factory management committee. Enter- 
prises are allowed to set their own hiring conditions and 
hiring quotas. In areas selected by labor departments, 
enterprises may conduct open hiring, selecting people 
according to merit (rural hiring should be done only after 
obtaining permission in accordance with regulations). 
Optimization of the labor composition is to be actively 
promoted, and internal hiring should be practiced. 


2 Enterprises’ total wages should be linked to economic 
efficiency. and the method of linking wages to economic 
efficiency should be improved and perfected. On this 
basis, enterprises may independently determine various 
forms of internal wages and various bonus distribution 
methods in accordance with their own situations. They 
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should support distribution according to work while 
increasing the differences between distribution grades. 


Based on investigation and study, and on completing the 

categorization and grading of positions and work types, 

enterprises should actively explore and propose plans for 

establishing base-wage systems that accommodate enter: 

— special features. After approval from provincial 
r departments, these should be tried out. 


3. Enterprises are entitled to adjustments and reductions 
in mandatory state plans in cases where there is a lack of 

ranteed materials or a lack of demand. They may 
ndependently plan the production of products 
demanded by society. 


4. For products whose prices are regulated by the State 
Council or the province, it is necessary to implement 
fixed state prices and guidance prices. For remaining 
products, other than those whose markups are under the 
reporting system, enterprises may set prices indepen- 
dently, according to the market situation. Price depart- 
ments should provide timely help and solutions when 
enterprises make reasonable proposals and demands for 
price adjustments. 


5. Enterprises have the same authority to manage fixed 
asset investments as do provincial-level offices. For 
productive capital construction projects valued at under 
§ million yuan, and for technological improvement 
projects valued at under 10 million yuan, enterprises 
may give approval independently, reporting to the pro- 
vincial planning commission and economic commission 
for record-keeping purposes. 


6. Enterprises may retain 2 percent of their sales reve- 
nues to be used as a technological development fund. 
This will be calculated as a cost and will be earmarked as 
a special fund. 


7. They should implement the foreign trade agent 
system. Where conditions warrant it, enterprises should 
be granted the right to import and export directly. 
Enterprises may select their own ports and tiate 
directly with foreign businesses. That amount of foreign 
exchange generated by enterprises that exceeds the base 
figure may be retained by the enterprises, except for that 
portion that must be turned over to the state in accor- 
dance with regulations. 


Enterprises may decide independently to work with foreign 
businesses in joint production, processing of imported 
materials, and contract labor. With approval, they may also 
operate overseas offices and joint ventures. 


8 Enterprises may make independent decisions about 
overseas fact-finding missions and about negotiating and 
signing agreements. They must report directly to the 
provincial government for approval. After examination, 
the overseas missions will pay the necessary negotiating 
expenses. 


9 Enterprises may independen'ly choose and change banks. 
To change banks, they must negotiate for approval from 
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their bank Based on their own decisions, operations, and 
risks, enterprises may issue stocks both internally and 
esternally, and they may hold each other's stocks. 


10. Enterprises are entitled to reduce the size of their 
accounting units, establish internal banks, indepen- 
dently expand their cooperation, and organize enterprise 
groups. 


11. Enterprises may practice “one factory, many sys 
tems,” with enterprises owning the fixed assets and 
working capital created th profit retention. Enter- 
prises Id be allowed to ively operate logistical 
support departments, and carry out independent 
accounting and individual responsibility for profits and 
losses. 


12 Enterprises’ surplus personnel should establish col- 
lective enterprises that have independent accounting and 
are individually responsible for profits and losses. They 
should enjoy the preferential tax treatment enjoyed by 
newly established urban and township collective enter- 
prises. For those who still have problems after the tax 
reduction or exemption period ends, special consider- 
ation—pending approval—may still be given in accor- 
dance with regulations on competent tax-collection man- 
agement. 


Yunnan Publishes 1990 Statistical Communique 


9ICE0492A Kunming YUNNAN RIBAO in Chinese 
S Mar 91 p2 


[Article entitled “Statistical Communique on 1990's 
National Economy and Social Development Issued by 
Yuanan Province’s Bureau of Statistics’) 


[Excerpts] Led by the provincial party committee and 
the provincial government, people of all nationalities 
diligently implemented the general policy of rectification 
and improvement and thorough reform and struggled 
arduously and achieved gratifying results in social and 
economic developments in 1990. Preliminary figures 
show that Yunnan's GNP topped 34.9 billion yuan, a 6.0 
percent increase compared to 1989, its national income 
was 3! billion yuan, 5.7 percent higher than 1989, and 
undertakings in the areas of education, science and 
technology, culture, and public health were successful 
too. The national economy took another step further for 
the better amid rectification and improvement and 
played a positive role in helping to stabilize the prov- 
ince’s political and social situations. The main economic 
problems encountered during the year were: market sales 
were slow to recover, manufactured goods produced by 
industnal enterprises continued to stockpile, enterprises 
continued to incur heavy losses, economic efficiency 
continued to decline; potential inflationary pressure con- 
tinued to grow. 


1. Agriculture 


We had a bumper harvest. In 1990, because localities 
paid special attention to agriculture, measures proved 


ECONOMIC u 


effective, and good weather, farming, forestry, animal 
husbandry, sideline production, and fishery all saw sub- 
stantial growth, For the year, the GVAO [Gross Value of 
Agricultural Output] was 16.848 billion yuan, a 5.4 
percent growth over 1989. Specifically, output value of 
the planting indusiry grew 4.5 percent, forestry, 6.7 
percent; livestock industry, 7.8 percent, sideline produc- 
tion, 4.0 percent; and fishery, 3.7 percent. 


A the major agricultural products, grain output 
— 10,612,100 tons, 562,100 tons more than the 


previous record of 10.05 million tons set in 1984. This 
sets a new record for Yunnan. Output of all cash crops, 
except for flue-cured tobacco which had a lower yield 
due to natural disasters, saw across the board increases. 


Output of major agricultural products is as follows: 












































1990 Increase Over 1989 
8 

Grain 10,612,100 tons . 
Oil Crops 133,100 tons 26 

rapeseeds 96, 500 tons _ 416 
Sugarcane 6,618,800 tons _ 20.1 
Flue-cured tobacco | 436,000 tons — 4s 
Tea 44,800 tons 49 
Silkworm cocoons 2,500 tons 136 
Fruit 119,700 tons 68 











Forestry management made new progress, and output of 
major forest products increased. In 1990, Yunnan 
planted 4.253 million mu of forests, 8.4 percent more 
than 1989. It produced 67,300 tons of natural rubber, 9.8 
percent more than 1989. Forest fire prevention work was 
strengthened, and reckless over-cutting of trees was 
curtailed. 


The livestock industry saw steady development, and 
production of major livestock products continued to 
increase. 


The total output of major livestock products and the 
number of livestock on hand are as follows: 
































1990 Increase Over 1989 
_ 

Pork, beef, and lamb 747,400 tons 94 
output 

pork output 710,200 tons 10.0 
Milk production 72,900 tons 95 
Number of porkers 8,973,700 90 
slaughtered 
Number of hogs on 20,649,100 42 
hand at year end 
Number of sheep on 7,223,800 09 
hand at year end 

— — — — 4— 

Number of draft an:- 9,297,509 04 
mals at year end 
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Fishery saw continued development, In 1990, Yunnan 
produced 46,000 tons of aquatic products, 4.3 percent 
more than 1989. 


Agricultural production conditions improved, and there 
was increased use of farm machinery, At the end of 1990, 
farm machinery had 6.488 billion watts of mechanical 
capacity, 6,1 percent more than at the end of 1989. It had 
16,200 large- and medium-sized tractors, 1.6 percent 
fewer than 1989; 141,300 small and manual! tractors, 
10.6 percent more than 1989, 17,500 trucks, a 4.2 
percent increase. It had 685 million watts of mechanical 
irrigation and drainage capacity, an increase of 4.4 
percent, and the effective irrigated farm area was 
1,054,200 hectares, an increase of 3.4 percent. For the 
year, 555,400 tons of chemical fertilizers were used, an 
increase of 6.8 percent. Electricity consumption in the 
rural areas was 1.249 billion KWh, a 5.0 percent 
increase. 


The rural economy saw steady development. The prov- 
ince’s rural society produced 23.685 billion yuan's worth 
of goods in 1990, 6.6 percent more than 1989. Specifi- 
cally, the output value of rural industry, construction 
industry, transportation industry, commerce, and food 
and beverage industry as a percentage of the total output 
value fell from 29.3 percent in 1989 to 28.9 percent in 
1990 while the planting industry's share rose from 70.7 
percent to 71.1 percent. 


Il. Industry 


Despite such adverse conditions as sluggish sales and 
overstock of goods, industry managed to sustain some 
growth. The 1990 GVIO was 33.932 billion yuan, a 7.0 
percent growth compared to 1989. Specifically, indus- 
trial output at the township level and above was 31.389 
billion yuan, a 6.9 percent increase over 1989. A break- 
down of the GVIO shows that industries under the 
ownership of the whole people system grew 7.1 percent, 
collective-owned industries grew 6.2 percent, individual- 
owned industries grew 15.7 percent; industries of other 
economic categories shrunk by 14.2 percent. The 
national autonomous regions’ GVIO was 9.254 billion 
yuan, an 8.7 percent increase compared to 1989. Light 
industry produced | 7.886 billion yuan's worth of goods, 
a 9.7 percent increase compared to 1989, and its heavy 
industry produced 16.046 billion yuan’s worth of goods, 
a 4.4 percent increase. The development of Yunnan's 
super or industries contributed significantly to stable 
industrial development, and in particular, the tobacco 
industry's GVIO topped 9.309 billion yuan, increasing 
16.7 percent over 1989. The product mix improved, and 
energy, raw materials, and products to support agricul- 
ture also saw fairly significant increases. But readjust- 
ment of the structure of the industrial sector itself and of 
the product mix remains an arduous task. 
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Total output of major industrial products is as follows: 
1990 
— Over 1999 % 
Yen 9,700 tons 09 
Cloth 178,210,000 meters 45 
Wool fabric $21,700 meters ss 
Sugar $09,000 tons “or 
Crude salt 424,000 tons ss 
C igaretios 4,423,400 cases 86 
Finely processed tea 45,000 tons 62 
Machine-made paper and 157,400 tons “ 
cardboard 
Bicyles 340,100 units 20.5 
Televisions 130,400 sets 18.5 
color TVs $5,000 sets 10.7 
Household washing machine 340,000 units 40) 
Household refrigerator 381,000 units $7.0 
Sewing Machines 112,000 units 19.5 
Raw coal 21,901,700 tons 04 
Power generating capacity 12.428 billion KWh 89 
hydroelectric power 7.365 bilhon KWh 246 
Steel 800,100 tons 10.8 
Manufactured steel matenal 662,900 tons 7.2 
10 types of nonferrous metals | 208,800 tons 44 
Cement 4,648,400 tons 2.7 
Industral lumber 1,185,900 cubic 24 
meters 
Plate glass 1,201,700 heavy “13.2 
crates 
Sulphuric acid 408,100 tons 19 vy 
Caustic soda 25,000 tons 5.8 
Farm-use chemical fertilizer 901,900 tons 11.2 
Power generating facilities 15,000 kilowatts “77.4 
Metal cutting machine 4,517 units 11.0 
Automobile 6,131 units M1 
Small tractors 18,500 units 6.6 











Due to sluggish sales and poor enterprise management, 
enterprise economic efficiency fell. 1990 saw a huge 
overstock of manufactured goods produced by local- 
budgeted, state-run industrial enterprises. The amount 
of funds in use at the end of the period increased 34.2 
percent compared to 1989, and it took 126.9 days for 
circulating funds to turn over, compared to 117 days in 
1989. Production cost of comparable goods rose 7.5 
percent over 1989, and losses incurred by enterprises 
increased 83.8 percent. 
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Fixed Asset Investments and the Construction Industry 


Fixed asset investments rebounded, In 1990, society asa 
whole completed 7.83 billion yuan's worth of fixed asset 
investments, an increase of 13.0 percent compared to 
1989 after deducting commercial housing as a noncom- 
parable factor, Out of this amount, units under owner- 
ship of the whole people completed §.207 billion yuan of 
investment, a 24.8 percent increase compared to 1989, 
and this includes 3.436 billion yuan completed by the 
local people-owned units, a 27.9 percent increase. The 
remaining fixed asset investments were completed by 
collectively-owned units, which accounted for |.433 bil- 
lion yuan, a 6.9 percent increase, and by individuals, 
which invested 1.194 billion yuan, a |. 1 percent decrease 
compared to 1989. In 1990, the people-owned system 
funded 5,508 capital construction and renovation and 
transformation projects, 168 more than in 1989 


The investment structure improved somewhat. In 1990, 
units under the ownership of the whole people system 
invested 1.872 billion in technological transformations, 
which represents an increase of 19.7 percent over | 989 
and accounts for 36.0 percent of the people-owned units’ 
total fixed asset investment. The people-owned system 
also invested 2.763 billion yuan in the infrastructure, 
19.3 percent more than in 1989. Specifically, the share of 
investment in production-oriented constructions 
increased from 64.9 percent in 1989 to 65.3 percent: 
investment in farming, forestry, animal husbandry, 
fishery, and water conservancy departments increased 
from 8.3 percent to 8.9 percent, investment in transpor- 
tation and post and telecommunications increased from 
11.5 percent to 13.2 percent, investment in the energy 
industry accounted for 28.4 percent and continued to 
account for a fairly large share of the total investment. 


In 1990, Yunnan completed 1.003 billion yuan's worth 
of investment in 27 large- and medium-sized capital 
construction projects already in progress, eight of the 
construction projects and single projects have been com- 
pleted and have gone into production. Capital construc- 
tions added the following productive capacity: 250,000 
kilowatts of power generating capacity, 600,000 tons of 
coal mined, 10,000 cubic meters of timber cut and 
shipped, 7,800 meters of airport runway, and 200,000 
tons of tap water per day. 


The people-owned construction enterprises completed 
1.946 billion yuan’s worth of construction work, an 
increase of 9.4 percent compared to 1989. Overall labor 
productivity was 12,670 yuan, an increase of 12.7 per- 
cent. There was a 10 percent reduction in the number of 
collective construction teams in the cities and towns. 


Geological survey and prospecting work were a remark- 
able success. The Geological and Minera! Resources 
Bureau completed | 10,100 meters of drilling and discov- 
ered eight new mines, new reserves were confirmed for 
five major types of minerals. 
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IV. Transportation and Post and lelecommunications 


The 1990 transport capacity of Yunnan's various trans 
portation systems is as follows: 


















































1990 

_ . Over 1989 % 
Cargo turnover capacity 23.90) bilhon ton-km 6.1 
— — — — — 4⸗ 
Railroad 9.19! bilhon ton-km 6.7 
— — — — — — 
Highway 14.45) billion ton-km 62 
Water transport 50 million ton-km S19 
Air transport ? millon ton-km unchanged 
— — — — 4 — — 
Passenger turnover 8 41) billion person-km 10.5 
capacity 
— — 
Railroad 1.722 billion person-km 214 
Highway 6.229 billion person-km 7.9 
Water transport V8 million person-km 5 
Air transport 422 million person-km $.2 





With respect to development of post and telecommuni- 
cations undertakings, the post and telecommunications 
services generated 127 million yuan in 1990, 15.4 per- 
cent more than in 1989. For the year, 44,200 new 
telephones were installed in cities, 460 new long-distance 
lines were put in, and 16,400 telephone sets were added. 
Although post and telecommunications services were 
expanded, they still fell short of the needs of the national 
economic development. 


V. Domestic Business, Supply and Marketing of Goods 
and Materials 


Yunnan's domestic market saw gradual improvement. In 
1990, retail sale of commodities in society came to 
16.531 bilhon yuan, an increase of 3.4 percent over 
1989, and after deducting the price increase factor, the 
real increase was |.3 percent. The minority nationality 
autonomous regions’ retail sale of commodities came to 
7.240 billion yuan, an increase of 1.4 percent over 1989. 
Of the total retail sale of society's commodities, the sale 
of consumer goods came to 14.559 billion yuan, a 2.4 
percent increase over 1989, and 1.171 billion of that 
amount was attributable to sales to non-individual con- 
sumers, a 10.) percent increase over 1989. The 
remaining sales were in agricultural means of produc- 
tion, which came to 1.972 billion yuan, an increase of 
11.3 percent compared to 1989. 


Looking at the consumer goods markets in cities and 
countryside, retail sales in cities increased 4.9 percent, 
which was close to normal. Retail sales in counties and 
towns increased 2.3 percent, but sales at below county 
level showed some decrease. 


Breaking down retail figures by ownership systems 
shows that sales by the people-owned system grew 5.8 
percent, the supply and marketing cooperatives grew 1.1! 
percent, the other collective-owned systems shrunk by 
10.1 percent; the jointly-owned economy shrunk by 80.4 
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percent; the individual economy grew 7.! percent, and 
retail sales by peasants to nonfarming population 
increased 10.3 percent. 


Looking at the retail sales of the mix of consumer goods, 
and according to the Commerce Department's classifi- 
cation, the sale of edible commodities grew 0.3 percent, 
wearable commodities fell 31.8 percent, and practical 
items fell 7.6 percent. 


Market prices were stable. In 1990, the retail price level 
rose 2.1 percent compared to 1989, but the rate of 
increase fell by 17.2 percent. In comparison, the retail 
price level in cities and towns rose 0.2 percent and 2.9 
percent in rural areas. Looking at specific commodities, 
food prices rose 1.3 percent, and this includes a 3.3 
percent decline in grain price, 1.1 percent decline in 
meat, poutry, and egg prices, and 2.7 percent decline in 
fresh vegetable prices; clothing rose 7.9 percent, daily 
necessities rose 3.1 percent, education and entertain- 
ment fell 0.4 percent; medicine and healthcare-related 
products rose 1.5 percent, fuel cost rose 10.0 percent, 
and agricultural means of production rose 3.5 percent. 


The cost of living for the average worker in cities and 
towns rose 1.6 percent in 1990. 


Sales in the capital goods market were sluggish. For the 
province as a whole, total sales of capital goods came to 
3.014 billion yuan in 1990, a 2.7 percent decrease 
compared to 1989. This includes the sale of 639,900 
yuan's worth of steel materials, a 3.4 percent decline; 
1,004,400 yuan's worth of cement, a 5.4 percent decline, 
4,769 trucks, a 43.9 percent drop. 


VI. Foreign Economic Relations, Trade and Tourism 


Foreign economic relations and trade flourished. So far 
this year, Yunnan has been taking advantage of 
improved international relations and rich supply of 
goods in the domestic market to vigorously increase 
exports. According to data compiled by the provincial 
Foreign Economic Relations and Trade Department, 
Yunnan imported and exported $548.42 million’s worth 
of goods in 1990, an increase of 1.2 percent compared to 
1989. This includes $434.49 million’s worth of exports, a 
16 percent increase, and $113.93 million’s worth of 
imports, a 32.1 percent decrease compared to 1989. The 
province produced 6 categories of staple commodities 
which had export value of over $10 million. Its nonti ace 
foreign exchange income exceeded expenditure by 
$13.28 million. 


Prospects are good for more foreign economic and 
technological cooperation in the future. In 1990, 23 new 
foreign projects and labor contracts were entered into. 
They were worth $8,200,100, an increase of 17 percent 
over 1989. The completed volume of business was worth 
$6,250,100. 


Tourism thrived. In 1990, 148,200 tourists came to 
Yunnan. They came from more than 90 countries and 
regions to tour, look around, visit and to take part in 
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other exchange activities, This represents a 99.2 percent 
increase over 1989. The visitors were made up of 49,800 
foreigners, a 24.2 percent increase, 97,500 compatriots 
from Hong Kong, Macao, and Taiwan, a 2-fold increase 
For the year, foreign exchange income generated by 
tourism came to $16.37 million, a $3.9 percent increase 
compared to 1989. 


‘TL. Education, Science, and Culture 


In 1990, Yunnan’s education system admitted 15! new 
graduate students, |.3 percent less than 1989. It had 467 
full-tume graduate students, 17.8 percent fewer than 
1989. The regular institutes of higher « ducation accepted 
13,000 undergraduate and professional students, 2.4 
percent more than 1989. They had 43,500 full-time 
students, 3.5 percent fewer than 1989. And 14,500 
students graduated in 1990, 14.2 percent more than 
1989. 


Technical and professional seconardy education made 
steady progress. In 1990, 4,468,600 students were 
enrolled in specialized secondary schools, 2.8 percent 
fewer than 1989. 


Institutes of higher education for adults enrolled 3,763 
new undergraduate and professional students, 32.0 per- 
cent fewer than 1989. They had 11,732 full-time stu- 
dents, a decrease of 16.4 percent. Professional and 
technical secondary schools for adults had 152,400 full- 
time students, an increase of 26.9 percent over the 
previous year's enrollment. Elementary schools for 
adults had 497,300 full-time students, |.1-fold the pre- 
vious year’s enrollment. 


There were new breakthroughs again in the area of 
science and technology. In 1990, Yunnan received 90 
provincial level awards for scientific and technological! 
accomplishments, two awards from the state for new 
inventions, nine state awards for scientific and techno- 
logical advancement, and nine provincial level Spark 
Project awards. 


With respect to patent and technology contracts, in 
1990, Yunnan received 461 patent applications, six 
percent more than 1989. A total of 362 patents were 
granted, 35.1 percent more than 1989. Yunnan also 
entered into 3,864 technology and economics contracts, 
32.4 percent fewer than in 1989. The contracts were 
worth 102 million yuan, 8.1 percent less than 1989. 


Cultural undertakings flourished. [passage omitted] By 
the end of 1990, there were 7,343 movie theaters, | 37 
performance troupes, 128 cultural centers, 148 public 
libraries, 20 museums, 164 archives, |2 radio broadcast 
stations, 40 medium and short wave transmitting and 
relay towers, |1 television stations, 24 TV transmitting 
and relay towers with more than | ,000 kilowatt capacity, 
and 2,000 TV satellite ground reception stations. 
Yunnan published 223 million copies of newspaper, 
11,655,300 assorted magazines, and |23 million books 
last year. 
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VIL, Public Health 


Public health undertakings were enhanced, and health- 
care conditions further improved. At the end of 1990, 
hospitals had 76,100 beds, 1.5 percent more than 1989, 
There were 101,600 7 health personne! and techni- 
cians, an increase of 2.6 percent, This includes 53,000 
doctors, an increase of 2.1 percent; 28,100 nurses of all 
types, an increase of 4.1 percent. Because of the lack of 
epidemic prevention funds, healthcare conditions in 
rural areas were not as good; and 452 villages still had no 
medical clinics. 


[passage omitted]. 


IX. Standard of Living 


A sample survey showed that the average urban resident 
had 1,367.37 yuan in disposable income, an increase of 
15.5 percent compared to 1989, and after deducting the 
price-increase factor, the real increase was | 3.7 percent. 
The peasants’ per capita net income was 490 yuan, an 
increase of 2.5 percent compared to 1989, and after 
deducting the price-increase factor in commodity-type 
expenditure, the real increase was 0.6 percent. However, 
development was uneven among different regions, and 
the real income of some families actually fell. 


In 1990, the total wage bill in Yunnan came to 6.035 
billion yuan, an increase of 14.7 percent compared to 
1989. This includes 1.03 billion yuan in bonuses and 
above-quota piece rate pay, an increase of 9.2 percent. 
The worker's average money wage was 2,112 yuan, 12.3 
percent higher than 1989, and after deducting the price 
increase factor, the real increase was 10.5 percent. 


Savings in both urban and rural areas increased. At the 
end of 1990, residents had 11.789 billion yuan in sav- 
ings, 3.126 billion yuan, or 36.4 percent, more than at 
the end of 1989. 


Employment in cities and towns increased. In 1990, 
Yunnan’s cities and towns found jobs for 95,100 people. 
At year end, 2,913,900 people were employed, 55,800 
more than at the end of 1989. This includes 226,700 
workers in the people-owned units implementing the 
labor contract system. This represents an increase of 
38,900 people compared to 1989. At year end, cities and 
towns had 140,600 self-employed workers, an increase of 
6,000 compared to 1989. 


The housing situation continued to improve in cities and 
the countryside. In 1990, 3.772 million square meters of 
new housing were built in cities and towns, and 14.574 
million sq m were added in rural areas. 


The insurance business saw rapid development. In 1990, 
property insurance business generated 45.568 billion 
yuan, an increase of 10.8 percent compared to 1989, 
11,800 enterprises bought business property insurance, 
795,300 households bought family property insurance, 
and 3,522,300 individuals bought life insurance. The 
insurance companies processed 40,200 domestic claims 





ECONOMIC 35 


and paid out 92.62 million yuan in compensation, They 
also paid out 9.631 million yuan in life insurance to 
25,800 people. 


X. Population 


Sample survey of population change showed Yunnan's 
1990 birth rate to be 2.36 percent and death rate to be 
0.792 percent, with a 1.568 percent natural rate of 
population increase, 0.066 percentage point higher than 
1989. Yunnan had a total population of 37.306 million, 
eae of 580,000 people compared to the end of 
1989, 


Note: |. All figures cited in this communique are as they 
appeared in the annual bulletin, with the exception of the 
GNP and national income which are preliminary figures, 


2. All total output figures in absolute value are based on 
current year prices; the growth rates are calculated based 
on comparable prices. 


3. The amount of farm-use fertilizers produced and used 
are calculated based on 100 percent active ingredient. 


4. According to the fourth census, Yunnan Province had 
an adjusted population of 36.726 million people at the 
end of 1989. 


Improving Shanghai's Infrastructure in 1990's 


91CE0490A Shanghai JIEFANG RIBAO in Chinese 18 
Mar 91 p § 


[Article by Ke Qizhu (2688 0366 2691): “Shanghai Calls 
for Many New Urban Infrastructure Projects") 


[Text] The urban infrastructure is the most basic mate- 
rial basis on which urban people engage in production, 
life, and social exchange. In a broader sense, its contents 
include various urban public facilities, such as municipal 
administration, traffic, communication, energy, educa- 
tion, culture, health, disaster-prevention, and environ- 
ment. This article discusses mainly the various public 
facilities in the city’s power system, water supply and 
drainage system, traffic system inside and outside of the 
city, postal and telecommunications system, ecological 
and environmental system, and disaster-prevention 
system. 


The Importance and Urgency of Building the 
Infrastructure 


The urban infrastructure plays a very important role in 
urban economic development and social progress. First, 
the urban infrastructure is the carrier of all urban eco- 
nomic and social activities, and the precondition and 
basis for the existence and development of the city. 
Without a complete, adequate, and regular infrastruc- 
ture system, the city could not function normally. 
Second, the urban infrastructure is the basic condition 
for the city’s economic development and a component in 
social production and reproduction. In the absence of 
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the conditions provided by the infrastructure, it would 
be hard for any urban activities to take place, without the 
support of the infrastructure, no process of social repro- 
duction could take place, while some parts of the infra- 
structure itself (such as energy and water) are factors of 
production, Third, how completely and effectively the 
urban infrastructure system functions often directly 
affects the efficiency of urban economic and social 
activities, Take the 150 intersections in the urban areas 
of Shanghai, for example: If by enhancing control and 
improving traffic efficiency, vehicles’ hourly speed could 
be raised by 8.1 percent, then over 2,500 tons of gasoline 
could be saved each year. The increase in speed could 
also speed up the production process, thereby improving 
production efficiency. Urban infrastructure can not only 
produce economic benefits directly or indirectly, but it 
can also produce social and environmental benefits. 


Furthermore, in an open, international city, the state of 
the infrastructure reflects the city’s image and standards, 
the infrastructure is the hardware for the investment 
environment, and its state affects whether a city has the 
ability to attract foreign capital. Domestically, because 
the city is the regional center where productive forces are 
concentrated, and is also the center of regional eco- 
nomic, cultural, and social activities, the efficacy and 
standard of its urban infrastructure directly affect the 
central role the city plays, the size of the sphere of 
economic influence it has, and its scope of attraction. 


In short, the urban infrastructure plays an important and 
significant role in urban economic and social develop- 
ment. However, in the first 30 years after the founding of 
the new China, in Shanghai there was an inadequate 
understanding of the importance of the infrastructure 
and also insufficient funding, causing an overemphasis 
on developing and exploiting the potential and a neglect 
of renovation and construction. This led to the very 
outmoded, backward state of the urban infrastructure, 
which seriously hampers the performance of the city's 
overall functions; it has already clearly begun affecting 
and constraining the city’s economic and social develop- 
ment and improvements in people's living standards. 
Current, prominent problems in Shanghai's infrastruc- 
ture are traffic congestion, housing shortages, and envi- 
ronmental pollution. If Shanghai is to be revitalized and 
opened up, and if its overall functions are to be restored 
and enhanced, it is imperative to stress and effectively 
enhance the renovation and construction of its urban 
infrastructure. 


Ideas for Building the Infrastructure in the Next Decade 


The next 10 years will be a critical period in Shanghai's 
further reform and opening up, and for accomplishing 
the transformation from a domestically oriented 
economy into an externally oriented economy. In this 
way it can embark on the road of coordinated economic, 
social, and environmental development in a benign 
cycle. During these 10 years, after the completion of the 
initial stage, the new Pudong development zone will 
enter a stage of concentrated development, basically 
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forming the general configuration of the new zone’s 
infrastructure, and thus will help resolve and renovate 
the old Puxi zone. As a result, the three big problems 
plaguing Shanghai for many years—traffic congestion, 
housing shortages, and environmental polluion—can be 
basically alleviated, which will greatly improve the 
investment environment and residents’ working and 
living environments, and meet the demands of building 
an open, multi-functional, and modern city. 


According to this objective, when thinking about 
building Shanghai over the next 10 years, it is necessary 
to make Pudong's development the leader, and traffic- 
related construction the focal point. This will bring along 
other infrastructure-building projects. 


1. Traffic-related construction. The overall strategy for 
traffic is: In connection with developing Pudong and the 
urban center's new outlying areas, build the inner-ring 
highway and the Huangpu River Bridge, thus forming a 
system of urban expressways. Enrich existing industrial 
areas and satellite cities, spread out the population, job 
positions, and the irrational distribution of sources of 
goods in central areas. Reduce traffic density and traffic 
sources in central areas; implement the policy of giving 
priority to developing public transportation, and con- 
trolling development of such private means of transport 
as bicycles, motorcycles, and cars, and, actively develop 
public transportation and multi-leveled, clevated, 
express traffic. According to this strategy, during the 
next 10 years it is necessary to first build the urban 
inner-ring highway, in accordance with the standards for 
urban expressways, and provide the main framework for 
the urban highway system. At the same time, the city 
must adapt and expand its urban north-south highways, 
its airport, and the highways serving as city entrances for 
external highways, and it must upgrade main suburban 
highways. It must complete construction of the subway 
line from Caoxi Street to the new passenger station, 
complete the two bridges of Nanpu and Ningpu, and 
actively prepare for construction of the Nengjiang Street 
river-crossing project. In accordance with the demands 
of the overall plan for the new Pudong zone, it must 
build and expand a group of key roads—such as Yanggao 
Street and Zhangyang Street—which, together with the 
Pudong section of the inner-ring highway, can basically 
form the framework of the highway system for the new 
Pudong zone. 


With regard to international traffic, the overall objective 
of port construction should be to gradually develop from 
an inner port to an outer port, with an immediate 
emphasis on improving efficiency and increasing cargo- 
handling capacity through the technological renovation 
of old docks. Four shoreline berths, each with a 10,000- 
tonnage capacity, are to be built at the new Outer 
Gaogiao docks. The development of port waters through 
excavation is to be continued during the latter part of the 
Eighth Five-Year Plan. In 10 years the new Outer 
Gaoqiao docks—12 berths, each with a 10,000-tonnage 
capacity—are to be built, while two large container-ship 
berths can also be developed at Jinshanzui. With regard 
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to railroads, during the neat 10 it is 22 o 
complete the deusb-tmching of the Shanghai Hangzhou 
line. After the double-tracking of the *** Nanjing 
line is completed, it is still to continue techno: 
logical renovation, in order to the standards of an 
average, modernized railroad. The Shanghai railroad 
junction is to complete the Nanxiang marshalling sta- 
ion, Passenger-car technical ration station, and 
goods yards, so as to improve overall capacity of 
railroads in the area around Shanghai. With regard to 
civil aviation, during the next 10 years the city must 
continue eapanding the Hongqiao Airport, consiruct a 
second runway and a new terminal area, and extend 
some of the domestic routes. With regard to external 
highways, it must build two expressways, one to Nanjing 
and one to Hangzhou. 


2. The urban water supply. The problem of the quality of 
sources of drinking water for i's urban residents 
must be solved. on stra considerations, the 
city must complete the second-phase water diversion 
project along the upper reaches of the Huangpu River. 
and the first-phase, new water-source project on the 
Chang Jiang. At the same time, it must build and expand 
the waterworks at Xinjian, Lingqiao, Chang- 
giao, and Yaopu, so as to satisfy the growing demand for 
water 


3. Gas supplies’ During the Eighth Five-Year Plan, the 
second-phase project at the Pudong Gasworks, the 
“three-way joint supply” project at the Shanghai: Coking 
Plant. the Shidongkou Gasworks project, and the reno- 
vation and expansion of the Wusong Gasworks will be 
completed. This will increase the daily gas coking 
capacity by 4.2 million cubic meters, providi 

gas for all urban households with conditions 

lation of gas pipes. and re the gas svallebtiny 
rate from the current rate of 52.2 percent to over 80 


percent. 


4. Environment-related construction. According to the 
strategy of first developing concentrated drainage and 
then gradually constructing a treatment facilities. 
work on the first-phase project Sea 
expedited during the 4 y~ part of ighth Five-Year 
Plan. This will divert liquid industrial waste and resi- 
dential that drains into the Suzhou River along 
the Suzhou River banks into main sewage pipes. afler 
necessary treatment, the waste can be collected and 
drained into the large bodies of water in the Chang Jiang 
estuary During the latter part of the Eighth Five-Year 
Plan and in the Ninth Five-Year Plan, the city should 
fight to build the Zhonggang seaward-draining sewage 
project, so that it can receive sewage from industrial 
areas along the middie or upper reaches of the Huangpu 
River, such as Wujying and Minhang, and collect and 
drain it into the large bodies of water along Hangzhou 
Bay. With regard to industrial pollutants, Shanghai must 
continuously enhance construction of treatment projects 
according to the principle that those who pollute should 
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provide the treatment. After these projects are com: 
pleted, water quality in the Huangpu River and air 
quality in urban areas will improve substantially. 


The urban drainage system is to be further perfected so 
as to basically eliminate water accumulation in ordinary 
areas afler rainstorms. Several garbage dumps are to be 
established in the more distant outlying areas, and a 
second large-scale, urban-waste disposal yard and fecal- 
sewage treatment yard are to be built. At the same time 
it should gradually develop innocuous treatment, 80 as to 
—2 poe the urban environment for produc- 
tion and life 


5. Housing construction. The initial idea is to construct 50 
million square meters of housing in the next 10 years, in an 
effort to increase the per capita urban housing standard 
from 6.4 square meters of living space today to 8 square 
meters by the year 2000, and increase the apariment- 
dwelling rate from 31 percent today to 60 percent. This will 
basically eliminate households with housing difficulties that 
have a living space of less than 4 square meters per capita. 
Al the same time, construction of public buildings and 
environment-related construction in residential areas 
should be well carried out, so as to markedly improve the 
quality of life for urban residents. 


6. Communication-related construction. The postal ser- 
vice 1s to concentrate on technological renovation. The 
telephone service is to be developed. There are plans to 
increase the city’s total telephone switchboard capacity 
from 0.6 million lines at present to 1.7 million lines 
during the next 10 years, this will increase the telephone 
availability rate from 6.1 percent at present to 15.4 
percent, with the urban availability rate reaching 20 
percent. Long-distance communication lines should also 
be substantially developed so as to meet the demands for 
the city’s modernization and internationalization. 


7. Construction related to electric power. Large-scale port 
power stations are to be vigorously developed, and 
installation capacity increased. The Shi No 2 
Power Plant and the Outer Gaoqiao Power { are to 
be built, and the sixth-phase expansion project of the 
Wuying Thermal Power Plant completed. If possible, one 
more power plant is to be built on the north shore of 
Hangzhou Bay. In power network construction, the 
emphasis should be on renovation. Shangha: should 
gradually develop a $00-kv ] power network, 
which will form the main for “ 
power network. The network will extend to the 2 

urban power network's de-linking and shunting — 
tion, so as to gradually form three area networks for the 
south, north, and east. At the same time it will renovate 
the power networks in the old zone. During the next 10 
years, there are plans to continue building two $00-kv 
transformer stations at Yanggao and Yangxing, and to 
expand, adapt, and build a group of transmitter- 
transformer stations, lines, and networks in connection 
with adjusting and renovating the power network. 
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The preliminary ideas on infrastructure-building dis 
cussed above have been proposed in accordance with 
Shanghai's most pressing immediate needs. At the same 
time, they take into consideration the future needs of the 
macroeconomic development trends in Shanghai's eco- 
nomic revitalization and reform and opening to the 
outside. They have been comprehensively balanced, 
based on calculations of the reasonable proportion of 
urban-infrastructure investment to total fixed-asset 
investment in ordinary times, In order to turn these 
ideas into reality, it is necessary to adopt forceful mea- 
sures 


First, it 18 necessary to fundamentally improve under- 
standing about the importance and urgency of building 
the urban infrastructure, and to enhance the sense of 
historical responsibility for building it. 


Second, it is necessary to have guaranteed funding. We 
have investigated the objective laws on infrastructure 
investment in cities both at home and abroad, including 
in our own city over the past 40 years. Considering the 
current state of Shanghai's infrastructure and the basic 
requirements for the city’s future development, we hold 
that Shanghai's infrastructure investment should repre- 
sent around 20 percent of the city's total fixed-asset 
investment during the next 10 years. We hereby propose 
that relevant funds in the macroeconomic plan be 
arranged according to this proportion, and that the total 
be broken down and fit into the five-year plans and 
annual plans for implementation. 


Third, we must enhance the development of science and 
technology. In orderto build the infrastructure, we must 
conscientiously conduct good feasibility studies and 
practice scientific decision-making, especially with 
regard to selecting project system categories and tech- 
nical plans. We must actively introduce and adopt new 
construction technologies, so that the limited funds can 
bring the largest possible benefit to the economy, society. 
and the environment. 


Liaoning’s Economic Development Report 
SA0908024091 Shenyang LIAONING RIBAO 
in Chinese 18 Mar 91 p 2 


[Excerpts of report on implementation of Liaoning’s 
1990 economic development plan and its 1991 plan as 
given by Li Zhendong, vice chairman of the provincial 
planning and economic commission, at the fourth ses- 
sion of the seventh Liaoning Provincial People’s Con- 
gress on 9 March] 


[Text] Deputies: 


Having been entrusted by the provincial people's gov- 
ernment, | now give a report on the implementation of 
the province's 1990 economic and social development 
plan and opinions on arrangements for the 1991 plan to 
this session for discussion. 
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1, Implementation of the 1990 Plan 


Last year, the province conscientiously implemented the 
principle of further carrying out economic improvement 
and rectification and deepening reform and, in line with 
the tasks and targets defined in the "1990 national 
economic and social development plan” which was dis 
cussed and approved at the third session of the seventh 
provincial People's Congress, carried out work to tackle 
the problems and contradictions in economic work, thus 
achieving fairly good results in the endeavor for 
improvement and rectification, and in economic devel: 
opment. However, there were still many difficulties. 


AA fairly good agricultural harvest was reaped, and the 
production of all major farm products increased. 


A good harvest, rarely seen in the past few years, was 
achieved thanks to the efforts of party committees and 
governments at all levels to strengthen leadership over 
agriculture, to increase agricultural investment, to 
actively promote the work of “developing agriculture 
through science and technology.” carry out large-scale 
farmland water conservancy projects, and to strive to 
improve the agricultural production conditions, and, 
also, thanks to the favorable weather conditions in most 
areas of the province last year. The province's grain 
output totaled 14.95 million tons, up 3.2 million tons 
from the preceding year, equivalent to 115 percent of the 
plan. and an unprecedented bumper harvest. 


B. Industrial production picked up gradually, and pro- 
duction by basic industries was relatively stable. 


Due to shortages of funds and market sluggishness, 
industrial production was very difficult last year. The 
output value of the industnal enterprises at and above 
the township level declined by 4.4 percent in the first 
quarter of the year. By the end of June, it registered a 
decrease of |.7 percent, and by the end of September, 
there was still a decrease of 0.4 percent. It was not until 
the end of November that the province was able to 
eliminate the passive situation in industnal production. 
We failed to attain the planned targets of industrial 
production defined at the beginning of the year. How- 
ever. industrial departments and departments charged 
with overall responsibilities exerted the greatest efforts 
and achieved the greatest success in coordination last 
year Departments at all levels throughout the province 
launched a general war in industnal production aimed at 
conducting adjustments, improving quality, promoting 
sales and increasing efficiency. As a result, the annual 
industrial output value reached 157.18 billion yuan, up 
three percent from the preceding year in terms of com- 
parable prices 


C. The plans for fixed asset investment were carned out 
fairly successfully, and the return on investments were 
fairly good 


The province's investment in fixed assets totaled 26.34 
billion yuan, up five percent from the preceding year in 
terms of comparable standards. Investment projects 
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declined, but speed was accelerated last year. The Shen- 
yang ang-Dalian Expressway officially opened to traffic, the 

anjin Natural Gas Chemical Industrial Plant with an 
annual capacity of 130,000 tons of ethylene was put into 
initial operation, the Liaoning Power Plant whose 
capacity was increased by 400,000 kilowatts was merged 
with the power to generate power, construction of 
the Haicheng-Xiuyan Railway was com , and the 
single projects of the sundry goods of the Jinzhou 
Port were examined and approved. 


D. Savings deposits and loans at banks increased. and 
the finencial situation was grim, 


The monetary situation of the province was basically 
stable. and so was the operation of credit, The savi 
depowts of all monetary —— totaled 86,53 
billion yuan, an increase of 19.08 billion yuan over the 
figure calculated at the beginning of the year. 


The province's local revenues totaled 12.93 billion yuan, 
which was better than expected. The expenditures 
totaled 12.22 billion yuan, equivalent to 85.5 percent of 
the adjusted budget, and an increase of 640 million yuan, 
or 5.6 percent, over the preceding year in terms of 
comparable standards. 


E. Exports continued to grow steadily, and a good trend 
in foreign capital utilization was maintained. 


The year 1990 was the last year for implementing the 
system of fixing foreign trade quotas by the state. The 
volume of exports through the ports of the province 
totaled $5.6 billion, up 25.9 percent from the preceding 
year. The exports of Liaoning's local products totaled 
$2.505 billion, fulfilling the state quota six months ahead 
of schedule, and showing an increase of 18 percent over 
the preceding year. The “three t of joint ventures 
involving foreign funds” earned $200 million through 
exports, an increase of 67.6 percent over the preceding 
year. Last year, 550 foreign capital utilization contracts 
were signed, and the amount of foreign capital agreed 
upon totaled $840 million. 


F. Retail prices were basically stable, and people's 
income continued to rise. 


Since the fourth quarter of 1989, central and local 
authorities have put into effect several measures for 
adjustments. This plus the notably improved situation in 
the total supply and demand of society, and the ample 
supplies of commodities enabled the retail price mse to 
decline by a fairly large margin. The annual retail price 
index showed a 2.7-percent increase over the preceding 
year. 


Urban and rural people's income continued to grow. The 
per capita cost of living income of urban families was 
1,399 yuan, up 8.5 percent from the preceding year. 
When allowing for price increases, the actual increase 
was 5.5 percent. The per capita net income of peasants 
was 776 yuan, up 1.4 percent when allowing for price 
increases. 
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G, Serence and , education and other social 
undertakings further de , and the building of the 
socialist spiritual civilization was strengthened. 


Many ficant achievements were scored in tackling 
major scientific and technological difficulties. A total of 
5,044 new products were developed, and 2,500 of them 
were put into production, Fairly large adjustments were 
made in the geographical distribution, structure, levels, 
and specialties of higher education, and fairly good 
results were achieved in the secondary vocational and 
technical education, the nine-year compulsory educa- 
tion, and the work to eliminate illiteracy. Social welfare 
was consolidated and developed. New progress was 
made in cultural, radio, and television, public health, 
tourist, and sports undertakings. The population plan 
was carried out fairly — 4 


While fully assessing the fairly good results in the eco- 
nomic improvement and fication, and other fields 
of work, we should also remain clear-headed to note that 
deep-seated contradictions in our province's economic 
development that had accumulated in many years, such 
as the unbalanced structure and poor efficiency, had yet 
to be resolved, and there was still a dark side in the entire 
economic situation. First, the upturn in industrial pro- 
duction was uneven, and the output value of state 
industrial enterprises rose by merely 0.2 percent due to 
the numerous difficulties and heavy burdens Second. 
the sluggish market picked up slowly, and the economic 
circle was impeded. Third, economic efficiency declined 
on a large scale due to the slow progress in the structural 
adjustment and the poor management of enterprises. 
Local budgetary industrial enterprises throughout the 
province created 4.835 billion yuan in profits, down 45 | 
percent from the preceding year. The per capita share of 
the profit was merely 171.4 yuan. 


2. Major Tasks and Targets Arranged in the 1991 Plan 


This year is the first year for implementing the Exghth 
Five-Year Plan, and also an important year for con- 
tinuing economic improvement and rectification, and 
in-depth reform. In arranging the 1991 plan, we 
encounter many contradictions and difficulties, but 
there are also many favorable conditions for economic 


development. 


In order to realize the major objective of improvement 
and rectification and to implement the proposal of the 
seventh plenary session of the | 3th party Central Com- 
mittee on formulating the 10-Year Program and the 
Eighth Five-Year Plan, the overall guidelines of the 199! 
plan are arranged as follows: To implement the basic line 
focusing on “one central task and two basic points”; to 
continuously carry out improvement, rectification, and 
deepening of reform, gradually improve basic economic 
relations, and further improve the economic order, to 
mobilize the positive factors of all sectors and attend to 
opening Liaodong peninsula to the outside world in an 
effort to stimulate the transformation of old industrial 
bases and the development of the “northern, eastern, 
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and western parts of Liaoning,” and the economic invig- 
oration in the whole province, under the premise of 
maintaining political, economic, and social stability, to 
persist in improving and balancing the overall supply 
and demand, to exert efforts to readjust the structure and 
raise economic efficiency, to develop and invigorate the 
market, to promote appropriate economic growth in the 
whole province and gradually embark on the path of 
sustained, steady and coordinated development 


Based on the aforementioned guidelines, the major tasks 
and objectives of the 1991 national economic and social 


development plan are 


A. We should strive to raise economic results, actively 
readjust the economic structure, rely on scientific and 
technological progress, further develop and invigorate 
the market and strive for an te national ecco- 
nomic growth. Under the plan, the GNP should increase 
2.5 percent and the industrial and agricultural output 
value should increase 4.1 percent 


B. We should persist in basically balancing the overall 
supply and demand and maintain an appropriate 
increase in the investment scope and in consumer 
demands. The total investment in fixed assets in the 
whole society should be 26 bilhon yuan 


C. We should strive to improve the difficult financial 
situation, rationalize the scope of credit, and control 
inflation. Under the plan, the budgetary financial rev- 
enue of the whole province should reach 13.3 billion 
yuan, a decline of 300 million yuan, or 2.2 percent, from 
the previous year. The financial expenditure should be 
13.6 billion yuan, an increase of 1.38 billion yuan, or 
11.3 percent, over the previous year 


D. We should do a good job in reforming the foreign 
trade structure, further expand opening up. more effec- 
tively use foreign capital, and develop foreign trade 


E. We should actively guide consumers and raise the 
competitiveness of local products. It 1s necessary to 
strive to make the total retail sales volume of commod- 
ities reach 51 billion yuan, an increase of 10.9 percent, 
and to increase the purchasing power of social groups 
and of urban and rural residents, and to increase the 
amount of agricultural capital goods purchased to a 
certain extent. The retail price index should be con- 
trolled at six percent or so. 


F. We should strive to advance scientific and technolog- 
ical progress and all social undertakings and maintain 
coordinated economic, scientific, technological, and 


social development. 


3. The Measures and Work Which We Should Adopt 
and Carry Out in Arranging for This Year's Plan 


A. We should further strengthen the status of the agri- 
cultural foundation and maintain a steady increase in 
agricultural production. This year’s agricultural plan 1s 
arranged under the fairly good agricultural situation of 
last year. Therefore, we should not slacken our efforts in 
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the slightest degree It will not be easy to comprehen: 
sively fulfill the scheduled plan Considering the plan 
according to ordinary years, this year we plan to make 
the output of grain reach 14.25 million tons, cotton, 
410,000 tons, oi! crops, 260,000 tons, and meat, 850,000 
tons 


In fulfilling the aforementioned targets, first of all we 
must earnestly implement the “circular” issued by the 
CPC Central Committee and the State Council with 
regard to the work in agriculture and rural areas in 1991, 
the decision adopted at the second enlarged session of 
the seventh provincial party committee with regard to 
enhancing agricultural production, and the policies and 
measures of promoting the development of agriculture. 
We should also vigorously develop the socialized service 
system of agriculture by taking the enforcement of the 
household responsibility system linked to output as a 
main task and gradually improve the system of central- 
ized and decentralized management. 


We should realize the planted acreage of major agricul- 
tural products. A good job should be done in continu- 
ously achieving comprehensive development in agricul- 
ture and strengthening the province's reserve 
agricultural strength. Efforts should be made to success- 
fully make full use of agricultural development funds, to 
accelerate the pace of agricultural development and 
construction on the Liaohe plain, and to develop and 
build the areas in western Liaoning by using well the 
methods of providing labor service for drawing relief 
funds and of receiving low-interest bank loans. We 
should accelerate the pace of fulfilling the tasks for the 
projects of building the Guanyinge reservoir, diverting 
the water from the Fuer River, taming the Liao He, and 
of reinforcing the large reservoirs and eliminating their 
hidden dangers. We should integrate the program of 
farmiand capital construction closely with that of com- 
prehensive agricultural development and while building 
marketable grain bases which can yield a high and stable 
output. should continuously do a good job in improving 
the farmland with medium and low output and consoli- 
dating the drainage areas of small rivers in a comprehen- 
sive way 


We should rely on scientific and technological progress 
to develop agriculture and accelerate the pace of popu- 
larizing various applicable technologies. 


A good job should be done in continuously providing 
supphes for the means of agricultural production and 
particularly supphes of fertilizer, agrochemicals, and 
plastic sheeting. 


B. By launching the “campaign” of upgrading product 
quality and increasing the variety of products and the 
economic results, efforts should be made to vigorously 
readjust the structures of products and enterprises and to 
adopt every possible way and means to enliven the large 
and medium-sized enterprises so as to enable industrial 
production to pass its low ebb 





JPRS-CAR-91-027 
18 May 1991 


Industrial production will encounter a large number of 
difficulties this year, However, the general trend will be 
better than that of 1990, On the pas curtailing the 
overstock, promoting sales, and ing Markets, the 
major tasks of industrial production in 1991 are to pay 
special attention to readjusting the structures of products 
and enterprises, enhancing enterprise management, and 
accelerating the pace of making scientific and technolog- 
ical progress and increasing economic results. We should 
make ts for fulfilling the plan of showing a 
4.5 percent increase in total indusirial output value over 
1990 and a three percent increase in town-level indus: 
trial output value over 1990, To fulfill this plan, a good 
job — be done in grasping the following tasks in 
particular. 


We should adopt effective measures to accelerate the 
pace of readjusting the products mix. Efforts should be 
made to maintain the steady growth of resources 
industries, in power production, to ly build the 
associated projects for the opened generator set, o make 
full use of water resources, and to strive to build more 
hydroelectric stations. A good job should be earnestly 
done in increasing the variety of products raw 
material industries and in ing the quality of their 
products. On the premise of reducing the overstock, the 
metallurgical industry should increase the proportion of 
commercial materials, such as steel plates, pipes, and 
belts, and curtail the output of steel products and 
welded steel pipe which we have in excess. Building 
materials industries should develop new products which 
can save energy, upgrade the proportion of high and 
medium-class products, and increase the sales to foreign 
countries and the volume of export products. Petro- 
chemical industries should pay attention to gearing their 
production to the means-of-production markets for agri- 
culture and light industry. Machine-building and elec- 
tronics industries should do a good job in forming 
mergers and cartels, make full use of the favorable 
opportunity in which the state scale of investment has 
somewhat increased to successfully take up the indi- 
vidual production projects within or outside the prov- 
ince and the coordinated or associated projects within 
the province, and should upgrade their capability of 
joining in the competition of international markets. 
Efforts should be made to vigorously increase the output 
of light and textile industrial products which are 
enjoying brisk sales. Textile industries across the prov- 
ince must make all-out efforts to readjust the structure of 
raw materials and their product mix and to bring about 
a change to their stagnant situation as soon as possible. 


We should improve the quality and increase the variety 
of products to raise economic efficiency. 


We should try every means possible to invigorate large 
and medium-sized enterpnses. We should keep policies 
consistent and stable, and truly delegate to enterprises all 
the decision-making power in management that should 
be given to them according to relevant state laws, rules. 
and policies. We should continue to adhere to and 
improve the contracted managerial responsibility system 
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of enterprises, encourage enterprises to create more 
profits in order to share more, boost the initiative of 
enterprises and their staff members and workers, and 
enable large and medium-sized enterprises to gradually 
acquire the ability to accumulate funds for renovating 
and developing themselves while making efforts to main- 
tain the steady growth in the state's revenue. 


©. We should greatly develop county, district, town, 
township, and village enterprises to increase local eco: 
nomic strength 


The development of township enterprises will play an 
increasingly greater decisive role in the province. We 
should include the development of these enterprises in 
our long and medium-range development plans. In 
developing township enterprises this year, we should 
continue to focus on those in suburban areas that serve 
the needs of cities, and those that are export-onented, 
implement the principle of attaching equal importance 
to development and improvement, and to the import. 
and export-onented economies, and develop simulta- 
neously those engaged in industnal production, com- 
merce, construction, transportation, and service while 
keeping industrial enterprises as the mainstay. 
According to the plan, the output value of township 
enterprises will increase by 10 percent over that of last 
year 


To attain this goal, we should conscientiously strengthen 
leadership, and adopt effective measures to guarantee its 
fulfillment. First, we should give policy support. In 
addition to stabilizing the current policies, we should 
persist in making no changes in ten aspects and drawing 
distinctions in ten aspects, and consider working out 
some realistic and feasible new measures. Second, we 
should increase investment. We should give play to the 
initiative of governments and departments at all levels. 
Banking departments should work in close coordination 
with planning and financial departments and, in line 
with the state industrial policy and the requirement for 
scientific and technological progress, raise funds from 
various channels and increase the investment in town- 
ship. enterprises. Third, we should develop our prov- 
ince’s advantage of having many large- and medium- 
sized cities, many large and medium- sized enterprises, 
many colleges and universities, and many scientific 
research units, and take the road of “paying attention to 
three aspects to promote three aspects,’ making cach use 
its advantages to make up for other's deficiencies, and 
integrating urban and rural economies. We should 
encourage technical, managerial and business personnel 
to contract for the operation of township enterprises, to 
assume posts or concurrent jobs there, or to give con- 
sulting or other services to them. We should actively 
develop the projects that use local resources, and give 
play to the advantage of labor-intensive industnes and 
traditional industnes to organize in a planned manner 
large and medium-sized enterprises to disseminate their 
products or production process to township enterprises 
$0 as to establish a rational division of labor in industrial 


production. 
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D. We should use the limited funds well to ensure the 
construction of key projects 


According to state arrangements, the investment in the 
fixed assets made by local state enterprises is 9.66 billion 
yuan this year, of which 3,516 billion yuan will be used 
in capital construction, and 6.15 billion yuan in tech- 
nical transformation. This, plus the investment in the 
projects directly under the central authorities, makes the 
total investment 12.33 billion yuan. 


The investment in capital construction made by local 
state enterprises of the province does not include the 
investment of Shenyang and Dalian Cities which is 
directly listed in the state plan and which totals 2.596 
billion yuan. When the funds raised by local authorities, 
and the funds allocated by the state for the power plants 
jointly built by the state and local authorities are 
included, the investment in the capital construction 
made by state enterprises of the province as well as 12 
cities will increase by | 7.6 percent over that of last year. 
This year’s investment in capital construction will be 
used not only to strengthen agricultural, educational, 
energy. transportation, telecommunications, and impor- 
tant raw material projects continuously but also to 
strengthen the construction of grain storage facilities, 
urban water sources, and urban residential houses for 
staff members and workers. 


Our province's local technological transformation 
investment is 6.15 billion yuan, an increase of 4.2 
percent over the previous year. Through an initial bal- 
ance, we have found that we are short of these funds. 
Therefore, we must try by all possible means to collect 
funds, extensively open up channels for collecting funds 
and expand the sources of funds. The investment in 
technological transformation should be mainly used for 
technological progress) We should unceasingly adopt 
new technology and new methods and use new facilities, 
new materials and new designs. We should invest partic- 
ularly in projects aimed at reducing energy and con- 
sumption, improving product quality, increasing the 
variety of new products, raising labor productivity, 
expanding exports to earn foreign exchange and the 
production of import substitutes, and strengthening pro- 
duction safety 


E. We should grasp the opportunity and strive to expand 
foreign trade and the utilization of foreign capital. 


This year, we should further deepen the reform of the 
foreign trade system. The state will cancel all subsidies 
for deficits and implement the policy of assuming sole 
responsibility for one's own profits and losses in man- 
agement. This policy will bring fairly great difficulties to 
foreign trade enterprises that export money-losing prod- 
ucts and bring great impetus for the export of farm and 
sideline products. We must adopt positive and reliable 
measures to resolve this. 


According to this year's foreign trade plan, we will 
arrange $2 3 billion worth of products for export and 
strive to make the figure reach $2.5 billion. In addition 
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to continuously Occupying a market for traditional prod- 
ucts, we should further increase the export of machinery 
and electric ucts and strive to make the export figure 
surpass $400 million 


In order to fulfill this year's plan of creating fore 
exchange through exports, we should implement the 
State Council's decision on reforming the foreign trade 
system, further change the ideology, management work 
style and form, and strengthen business management |i 
is necessary to firm oo & favorable opportunity 
and successfully ust export product mix. We 
should give special emphasis to key industries and prod- 
ucts that have good prospects for export and whose costs 
are low while earning foreign exchange through exports. 
actively develop the export of machinery and electric 
products, and the intensively-procesed light and textile 
products, and gradually shift our province's foreign trade 
work focus to machinery, light, textile, and chemical 
industries. We should consider and medium-sized 
enterprises as the mainstay and develop export enter- 
prise groups. 


We should do a better job in using foreign capital. 
organize enterprises with favorable conditions to 
develop projects on “getting the supply of raw materials 
and the marketing of products on the world market” and 
on carrying out “three forms of import processing indus- 
tres and compensation trade.” continue to implement 
all sorts of preferential policies, conscientiously run the 
“joint, cooperative and foreign-funded enterprises, and 
give priority to developing enterprises that directly 
absorb investment from foreign businessmen. It 1s nec- 
essary to strive to improve the investment environment 
in Liaodong peninsula and intensify its appeal to foreign 
investment. Meanwhile, we should actively develop the 
tournst industry and contract for construction projects 
and labor services abroad. 


F. We should rapidly end the situation in which effi- 
ciency has declined and improve our province's financial 
situation. 


This year contradictions in financial balance has remained 
fairly great. It is hard to eliminate deficits within a short 
penod of time. In addition to the other factors in increasing 
expenditures, the contradictions in balancing local financial 
resources will be aggravated. The fundamental way to solve 
our province's financial difficulties 1s to raise economic 
efficiency. increase revenue, clear up debts. reduce expen- 
diture, and end deficits. 


To increase revenues, the most important things to do 
are to invigorate the production of essential products. 
promote sales, try by all possible means to reduce 
overstocked goods, to increase financial revenues by 
firmly attending to enterprise management and urging 
enterprises to exert efforts to reduce material consump- 
tion, accelerate the circulation of funds and save expen- 
diture of funds. to further adopt effective measures to 
conscientiously clear up “debt chains,” and end the 
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phenomenon of delaying payments. We should persist in 
collecting taxes in line with the law, strengthen manage- 

ment over tax revenues, and increase financial revenues 
by clearing up the delayed tax and profit delivery of 
enterprises, and tax evasion by self-employed traders. 
The clearing-up work should be completed in a planned 
manner during the first half of this year. In addition, we 
should make sure that no new defaults on payments will 
emerge during the year. To solve this problem, we should 
begin the work with major units whose defaults are big. 
At the same time, we should punish tax evaders. 


We should pay attention to reducing expenditures. Due 
to the rather large amounts of financial deficits and 
overdue allocations and subsidies that should have been 
paid last year, all fields of work will be adversely influ- 
enced this year. The provincial planning and financial 
conferences made a tight budget for various expenses. 
Even so, we will possibly fail to allocate funds to cover 
some expenses due to shortages of funds. Therefore, we 
should first urge governments and departments at all 
levels not only to make good arrangements for various 
expenses in line with the guideline of “maintaining a 
balance between revenues and expenditures, and making 
every level responsibile,” but also carry forward the work 
style of plain living and arduous efforts, save all the 
expenses that can be saved, suspend or postpone as many 
non-essential undertakings as possible, and lead another 
few years of austere life. 


In connection with the second round of contracting of 
enterprises, we should do a good job in changing the 
deficits of enterprises and products, apply the responsi- 
bility system to the work to stop deficits and increase 
profits, and enforce the public bidding system. Loss- 
making enterprises should raise their efficiency by 
improving the quality and increasing the variety of the 
products, and should fully tap their own potential. We 
should achieve Pa success in helping the 251 enter- 
prises, which suffer deficits due to poor management and 
should be improved on a priority basis, put an end to 
their deficits. 


G. We should invigorate the circulation of goods, and 
make good arrangements for the people's lives. 


The general trend in the market this year is that the 
contradiction between total demand and total supply 
will be eased continuously, but the contradiction in the 
structure of commodities will continue to exist. This is 
reflected in the stability of the market, the prices, and the 
people's feelings on the one hand, and in the sluggish 
sales and decreased efficiency of products on the other 
hand. Invigorating the market remains an important part 
of economic work. 


First, we should conscientiously enhance the concept of 
commodity business. All enterprises should strengthen 
and change their business tactics to meet the ever 
changing market demands. 


Second, we should further establish and consolidate the 
sales channels and service networks for major products, 
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and strengthen after-sale service. This year, we should 
actively organize sales exhibitions and trade fairs to 
expand the sale of our products mainly in the markets in 
northeast, north, and northwest China. All enterprises 
are allowed to enforce the system of responsibility for 
“sales, collection of money for the sales, and expenses.” 


Third, we should strengthen the coordination between 
producers and consumers, and give play to the role of 
commercial units and supply and marketing coopera- 
tives as the major channels. Based on equality and 
mutual benefit, we should organize groups of industrial 
and commercial enterprises, or groups of production and 
marketing enterprises to engage in the joint marketing of 
staple goods produced by the province. Fully developing 
the characteristics of large and medium-sized retail 
shops which have plenty of room to manoeuvre, we 
should further improve the methods for industnal and 
commercial enterprises to develop joint marketing or 
commissioned sales s0 as to establish a relatively stable 
channel between production and sales by industnal and 
commercial enterprises. Important commodities that 
concern the national economy and the people's livel:- 
hood should be planned, and distributed by state com- 
mercial units so that the market can be better arranged 


Fourth, we should strive to open up the market for the 
means of production. We should take advantage of the 
bumper agricultural harvest to actively open up the rural 
market. We should seize the opportunity provided by the 
busy rural market to deliver industrial goods to rural 
areas through various measures to satisfy the needs of 
peasants in their production and everyday life. 


H. We should facilitate the development of science and 
technology. education, and other social undertakings 


We should persistently combine science and technology 
with economic development, and strive to conduct 
research on and develop new products and new technol- 
ogies to meet the requirement for strengthening agricul- 
ture, basic industries, and infrastructural facilities, and 
to meet the needs of the market. We should succeed in 
popularizing and applying a number of the scientific and 
technological achievements that yield better and quicker 
results. In particular, we should greatly popularize elec- 

tronics technology. We should continue to arrange the 
projects designed to effect scientific and technological 
breakthroughs to facilitate the implementation of the 
plans for advanced science and technology, and promote 
high- and new-tech industries. 


The prionties of education are to make clementary 
education and structural adjustment successful, to put 
the most emphasis on the improvement of the quality of 
laborers by cultivating specialized and technical per- 
sonnel at various levels, especially those at middle and 
primary levels, and developing education in various 
categories and at various levels in a stable and coord). 
nated manner. This year, we should do a better job in 
adjusting the level and the structure of colleges and 
universities, and secondary specialized schools, and 
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appropriately enhance the operating ability of colleges 
and specialized secondary schools, We should strengthen 
the management of arranging jobs for the graduates of 
colleges and secondary specialized schools, make admin- 
istrative work public and, except for the schools desig- 
nated by the State Education Commission, allow no 
school the practice of “enabling graduates and units to 
choose as they see fit,” and the practice of reimbursed 
job arrangements this year, We should continue to use 
the subsidies for housing construction for urban primary 
and middle school teachers, and conscientiously use the 
funds to solve some problems for the teachers. 


Proceeding from the need to stabilize the economy and 
society, we should continue to achieve success in the 
work related to labor wages. According to preliminary 
arrangements, the number of staff members and workers 
of the province will increase by 57,000 this year, of 
whom 39,000 will work in local state enterprises, and 
18,000 in government offices and institutions. The total 
number of staff members and workers will reach 5.094 
million by the end of this year, an increase of |.| percent 
over last year. Pressure from unemployment remains 
great this year. The number of jobless people will reach 
600,000, of whom 50 percent are this year's newly 
emerging jobless people, and the other 50 percent are last 
year's jobless. Therefore, we should conduct extensive 
propaganda and education to update the people's con- 
cept of employment, continue the “Glorious Cup” emu- 
lation drive, and maintain social stability mainly by 
encouraging people to seek jobs independently, or to 
organize ihemse!ves to undertake some kind of work, 
and by opening up new employment opportunities 
through the development of collective and township 
enterprises, and tertiary industry. 


Our province is in the third population birth peak 
period, and the task of population growth control 
remains very arduous. This year, 620,000 births are 
planned, the birthrate will be 15.53 per million, the 
natural population growth will be 10.02 per million, and 
the year-end population will be kept at 40.15 million. To 
control the inordinately large increase in population, we 
should carry out “family planning” on the one hand, and 
control the mechanical growth of population on the 
other hand. In carrying out family planning work, we 
should gradually change the method of exercising control 
alone to that of giving comprehensive service. We should 
conscientiously improve the county-level comprehensive 
service networks for family planning, turn sporadic work 
into regular service, strictly control the mechanical 
growth [ji xie zeng zhang 2623 2750 1073 7022] of the 
population, and include the population immigrating into 
our province in our plan for management. 


In public health, we should make more efforts to 
improve the medical and public health conditions in 
rural areas to continuously improve the people's health. 


We should further develop cultural, press, publication, 
radio and television, sports, social insurance, and social 
welfare undertakings. In developing the various cultural 
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undertakings, we should continue to adhere to the or- 
entation of serving socialism and the people, and the 
“double-hundred” principle, rectify the cultural market 
while making it thrive, and strive to provide more and 
better nourishment for the minds of the people. 


Deputies, this year is an important year for continuing 
the economic improvement and rectification, and the 
in-depth reform, and also the first year for implementing 
the Eighth Five-Year Plan, Whether or not we can 
comprehensively fulfill this year's economic and social 
development plan has an important bearing on the 
province's smooth implementation of the Eighth Five- 
Year Plan for national economic and social develop- 
ment. At present, our problems are numerous, and our 
financial resources are strained, which may affect our 
economic and social development to a certain extent. It 
is at such a moment that cadres at all levels should all the 
more uplift their spirit, enhance their confidence, brave 
the way forward, and carry out work in a down-to-earth 
manner to achieve still better results in this year's 
economic and other undertakings. 


FINANCE, BANKING 


Macroeconomic Control Needs Centralized 
Financial Resources 


9/CE04344 Bevyine ZHONGGUO JINGII TIZHI 
GAIGE in Chinese No 2, 23 Feb 91 pp 38-39 


[By Xiao Hua (2556 5478) of the State Statistical 
Bureau] 

[Text] The preceding stage of improvement and rectifi- 
cation achieved notable success in reducing social 
demands, eliminating an overheated economy, and 
decreasing the rate of inflation. However, contradictions 
such as slow progress in readjusting the structure, 
declining economic efficiency, and fiscal difficulties are 
becoming more prominent. An important reason for this 
has been the weakness of macroeconomic regulation and 
control. We have, as a result, been unable to change the 
pattern of vested interests currently in effect. This has 
made it difficult to quickly strengthen what should be 
strengthened, impossible to eliminate what should be 
eliminated, and difficult to optimize the distribution and 
reorganization of resources. Consequently, speeding up 
macroeconomic regulation and control and structural 
reform characterized by appropnately centralized finan- 
cial resources and arousing both microeconomic and 
macroeconomic enthusiasm are important consider- 
ations for transforming the present economic predica- 
ment. 


Appropriately centralized financial resources are needed 
to solve the various difficult economic issues that currently 
exist in our economy and to establish future economic 
operations which are comprehensively balanced, structur- 
ally optimized, and highly efficient. 
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Appropriately centralized financial resources are in 
keeping with the basic orientation of reforming the eco- 
nomic structure and operational mechanisms to combine 
a planned economy with market regulation and represent 
the correct choice for developing a socialist planned com- 
modity economy. China is @ socialist great power in the 
process of development, The tasks it faces in economic 
work and social development are formidable. This is 
why, objectively, it needs to strengthen its power of 
regulation and control. Generally speaking, centraliza- 
tion belongs in the superstructure category, and the 
superstructure must correspond to the requirements of 
the economic base. Judging from China's current eco- 
nomic base, the reform of the eighties and a gradually 
formed structure characterized mainly by public owner- 
ship but existing at the same time with a multiplicity of 
economic elements have created differing main bodies of 
interest where the needed financial resources are not 
centralized. This has made it impossible to meet objec- 
tive needs for developing a socialist planned economy 
and difficult to harmonize the interests of various quar- 
ters. However, neither are overly centralized financial 
resources beneficial to vitalizing the microeconomy and 
to influencing the functioning of market regulation, nor 
are they beneficial to developing a socialist commodity 
economy. Only with appropriately centralized financial 
resources can we strengthen the power of state regulation 
and control, bring about economic and social develop- 
ment that is both dynamic and orderly, and meet the 
dual requirements of developing a socialist planned 
economy and a commodity economy that brings into 
play market regulation to thereby further harmonize the 
relationship between China's superstructure and its eco- 
nomic base and moderate the contradiction of existing 
funds being excessively decentralized in the economy. 


Appropriately centralized financial resources correspond 
to the general law of large-scale socialized production. 
The basic principles of economics tell us that imple- 
menting large-scale social production cannot be sepa- 
rated from state macroeconomic regulation and control. 
It must be guaranteed that the state has authority to 
allocate social resources efficiently. This will permit 
microeconomic activity to conform with the goals of 
macroeconomic operations. Capital accumulation and 
centralization is an inevitable tendency in the growth of 
social production. In today’s world, no matter if they are 
Western developed countries or the Soviet Union or East 
European countries, they all have adopted a diversity of 
measures to ensure state control over the financial 
resources that are required. Looking at the developed 
countries of the West, we see that appropriate central- 
ization forms two categories. The first is represented by 
the United States, Canada, Australia, and the major 
capitalist countnes of West Europe. Another category is 
represented by Japan. Looking at the Soviet Union and 
the countries of the East Europe, we see that, prior to 
1989. the system was highly centralized, with financial 
revenue generally accounting for more ‘han 60 percent of 
national income, with the highest reaching 97.9 percent. 
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At present, China has neither the appropriate centraliza- 
tion of the developed countries of the West nor the high 
centralization of the Soviet Union and countries of East 
Europe, In 1989, state financial revenue accounted for 
18.7 percent of total domestic output value and 22.5 
percent of national income, The proportion accounted 
for by the central government was even lower, Even 
though there are factors in this proportion which are not 
totally comparable with foreign countries, the financial 
resources that the state has centralized and the basic 
functions that China, this great socialist power, has to 
perform, do not match up. In looking at the proportions, 
we see that the centralized financial resources of China's 
financial administration does not differ much from what 
is centralized in Japan, However, it has not, as Japan 
has, set up mechanisms which rely on industrial policies 
that centralize and channel investment to guarantee that 
the state has sufficient capital for badly needed basic 
industrial construction and work on the infrastructure. 
In this sense, this pattern is not in keeping with the 
general law of development for large-scale socialized 
production. Under the circumstances, appropriately cen- 
tralized financial resources are imperative. 


Appropriately centralized financial resources should be in 
keeping with China's basic situation—a vast territory, 
large regional differences, and unbalanced development. 
In a large country such as China, the economies of 
various regions and their natural conditions greatly 
differ. If the state does not have appropriately central- 
ized financial resources, it is difficult for it to cope with 
natural and man-made calamities that suddenly occur. It 
cannot harmonize the interests and the relations between 
regions and thereby guarantee our ultimate goal of a 
common prosperity. Under the new situation, which is 
marked by a pluralism of the main bodies of interests, 
overly decentralized financial resources are bound to 
exacerbate regional separatism and lead to “ducal” econ- 
omies that go their own way, thereby creating unfair 
distribution and wasting limited resources. 


Appropriately centralized financial resources have, since 
the founding of the People's Republic, also represented a 
successful experience in building socialism. In a country 
such as ours which has such a large population and weak 
economic base and which is modernizing, we not only 
must solve the problem of funds for the needed large- 
scale construction, we also have to do a good job of 
solving the problem of food and clothing for the masses. 
These are inseparable from appropriately centralized 
financial resources. Since the founding of the People's 
Republic, we have relied on appropriately centralized 
financial resources to handle several major undertakings 
bearing on the national economy and people's liveli- 
hood, to build an industrialized system and a national 
economic system that are independent and comprehen- 
sive, to transform the extremely backward situation of 
the past in which the new China was established, and 
thereby to consolidate the socialist system. 


Appropriately centralized financial resources are not only 
necessary, they are possible. 
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The socialist system, which relies mainly on public own- 
ership, not only has furnished the basic political condi- 
tions for appropriately centralized financial resources, it 
has also furnished the needed economic conditions. 
Under a capitalist system that relies mainly on private 
ownership, government can use a variety of means to 
centralize needed financial resources, It can create the 
required material base for macroeconomic regulation 
and control, Under a socialist system that relies mainly 
on public ownership, we can, even more, use the power 
of the state to raise financial resources needed to mod- 
ernize through administrative, economic, and legal 
means. As long as our policies are on the right track and 
our measures reliable, we can, at the same time we are 
arousing the enthusiasm of various quarters, appropri- 
ately centralize the financial resources needed for key 
state construction projects to lay a foundation for mod- 
ernizing the national economy. 


China is a large country. Even though its per capita 
statistics are not impressive, in the aggregate it is a 
‘giant’ that can lay a firm material foundation for 
appropriately centralized financial resources. Although 
China's per capita output value in 1989 was behind 100 
other countnes and regions worldwide, in the aggregate, 
it stood in ninth place, reaching 1.5789 trillion yuan. If 
the state were to centralize one percent of that amount, it 
would come to almost 16 billion yuan. Looking at the 
last five years, we see that China's average annual 
increase in national income was approximately 150 
billion yuan (including price factors). Excluding con- 
sumption resulting from new population increases and 
living standard improvements for the existing popula- 
tion (the actual annual improvement is about three 
percent), and after deducting what is used to increase 
reserves and what cannot be distributed, we could use 
approximately 50 billion yuan as funds for capital con- 
struction. If this same amount were dispersed, the daily 
per capita increase would be .10 yuan, not enough to buy 
an egg. However, if appropriately centralized, it could 
handle several large undertakings. 


Economic growth in the eighties increased national 
power, brought a marked rise in national income, and 
provided the opportunity for appropriately centralizing 
financial resources. By the end of 1989, the running 
balance of extrabudgetary funds totaled 188 billion yuan 
nationwide. By only centralizing five percent, we could 
have 9.4 billion yuan in funds. Savings account balances 
for both the urban and rural population exceed 700 
billion yuan and their cash on hand comes to more than 
200 bilhon yuan, thereby creating conditions for the 
State to appropriately centralize funds for production 
and construction. If we consider all the waste that exists 
in our economy, the financial resources that the state 
could centralize from this could be sizeable. 


To appropriately centralize financial resources, we must 
adopt both economic policies and administrative means. 


Appropriately centralizing financial resources does not 
mean reverting to the old path of unified state contro! 
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over income and expenditure, Given the new situation, 
fulfilling the requirements for macroeconomic regula- 
tion and control with respect to pluralistic main bodies 
of interest and raising the needed financial resources 
through a variety of economic, legal, and administrative 
means will guarantee the healthy growth of the national 
economy, In the initial stages of socialism, a developing 
economy has to constantly pay attention to bringing into 
play the initiative of central authorities and localities 
alike. To emphasize one at the expense of the other 
means failure, Naturally, centralizing financial resources 
is bound to affect vested interests. It is no small problem. 
However, it is not an impossible task, Consequently, in 
the centralization process, we must consider both the 
needs of the central authorities, take into account the 
possibilities and needs of the localities, and do a good 
and complete job of ideological and political work. A 
relatively feasible approach is, through whatever means 
are necessary, to readjust the distribution of the national 
income and reallocate its proportions by appropriately 
increasing the proportion of financial revenue that is 
accounied for in national income and the proportion of 
financial revenue of the central authorities that is 
accounted for in financial revenue as a whole. Another 
approach is to take a lesson from a successful approach 
used by Japan and other countries and regions, which, by 
setting up the necessary policy guidance mechanisms, 
use economic levers to channel! the investment of public 
funds into needed construction projects (for example, by 
assigning certain construction tasks to be handled by the 
localities or by the localities and the central authorities 
together). The latter method corresponds to the direction 
in which strengthening of macroeconomic regulation 
and control will be developing from now on. Looking at 
the present situation, we see that speeding up the process 
of price reform, bringing price relations into better 
balance, and fully bringing into play the function of 
pricing guidance and price regulation also represent 
fairly ideal choices for appropriately centralizing finan- 
cial resources. 


Government To Push for ADB Loans 


OW 2404022591 Beijing XINHUA in English 
0200 GMT 24 Apr 91 


[Text] Beying, April 24 (XINHUA)}—China hopes that 
the Asian Development Bank (ADB) will fully resume its 
lending to the country during the ADB's 24th annual 
meeting which was scheduled to open today in Vancou- 
ver, Canada. 


According to Li Guixian, governor of the People's Bank 
of China, the ADB's lending to China was basically 
halted over the past two years. 


Although the ADB approved a 50-million U.S. dollar 
loan to China last November to help expand and mod- 
ernize agricultural production facilities, it has withheld 
loans worth more than 500 U.S. dollars to six Chinese 
projects following the June event in 1989. 





JPRS-CAR-91-027 
15 May 1991 


The six projects involve railway construction, the 
building of a bridge in Shanghai, a power plant in 
Shanxi, a petrochemical plant in Anhui, a steel plant in 
Shandong and Chinese banking business. 


And future ADB loans to chinese fertilizer, railway, 
harbor, agriculture and other projects are still being 
processed. 


By the end of last year, the ADB's cumulative lending to 
China had totalled 506 million U.S, dollars. 


INDUSTRY 


Commentary on Revitalizing Large, Medium 
Enterprises 


91CE0372A Hong Kong LIAQWANG [OUTLOOK] 
OVERSEAS EDITION in Chinese No 3, 21 Jan 91 p 3 


{Commentary by Journal Commentator: ‘Use All Means 
To Revitalize Large, Medium-sized Enterprises”’] 


[Text] Upon entering the historically crucial 1990's, it is 
extremely important that we make the revitalization of 
large- and medium-sized state-run enterprises our cen- 
tral economic task. We should increase their economic 
efficiency, which will significantly contribute to over- 
coming the present economic difficulties, consolidating 
the socialist system, and developing the economy in the 
coming decade. 


There are now over 10,000 large- and medium-sized 
state-run enterprises in China. In terms of quantity, they 
make up only 2 percent of industrial enterprises with 
independent accounting. However, their fixed assets and 
the profits and taxes they remit to the state each year 
account for more than 60 percent of those of all indus- 
trial enterprises. The electric power, refined oil, steel and 
iron, coal, major nonferrous metal products, and large 
amounts of industrial consumer goods that they supply 
each year for the nation’s economic construction 
accounts for 80 percent of the country’s industrial pro- 
duction. Currently, oil production, railway transport of 
both passengers and freight, air transport, key commu- 
nications facilities, production of basic raw materials, 
and construction of basic raw materials installations are 
all handled exclusively by large enterprises. This shows 
that large- and medium-sized state-run enterprises are 
the backbone of the national economy, the major source 
of state revenues, and the major material base for the 
state's economic regulation and control. The condition 
of their production and operation will have a great 
influence on the national economy. 


During the construction of the past 40 years, large- and 
medium-sized state-run enterprises have extensively 
adopted advanced technological processes and new tech- 
nologies. These enterprises have an advantage with their 
facilities, technology, and management, and can use raw 
materials and production resources rationally. They can 
organize mass production, increase productivity, and 
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reduce labor costs, For instance, their labor productivity 
rate calculated from a gross value of output is 54 percent 
higher than that of all state-run industrial enterprises. If 
calculated from the net value of output, it is 2.3 times 
higher. These enterprises have maintained this advanta- 
geous position in recent years. This proves that these 
enterprises have a great potential for large-scale opera- 
tions, Utilizing them to the fullest extent would drasti- 
cally increase economic efficiency and social wealth, and 
provide guarantees for a continuing, stable, and coordi- 
nated development of the national economy. 


Does the emphasis on revitalizing large- and medium- 
sized enterprises mean that small enterprises will be 
neglected? No. There is no contradiction between revi- 
talizing large- and medium-sized enterprises and devel- 
oping small enterprises. Large- and medium-sized state- 
run enterprises are the “equipment department” of the 
national economy. Supplies of major raw materials and 
energy resources; large, heavy, and crucial technological 
equipment and working machine tools, and other means 
of production which the national economy urgently 
demands are largely dependent upon these large- and 
medium-sized enterprises. In other words, all depart- 
ments in the national economy that use modern equip- 
ment—including small enterprises—cannot survive and 
develop without large- and medium-sized enterprises. 
Once large- and medium-sized enterprises are revital- 
ized, they will provide society with rich material 
resources. This will enhance the development of small 
enterprises, and even the development of the whole 
national economy. If the reverse happens, small enter- 
prises would be like water without a spring, or a tree 
without roots: the result would be a temporary pros- 
perity, with no prospects of further development. 


It is based on just such a premise that the party's Central 
Committee and the State Council have persistently 
emphasized the important task of revitalizing large- and 
medium-sized enterprises when formulating plans for 
development and reform. This strategy is completely 
correct. Ten years of reform have injected new vitality 
into these large- and medium-sized enterprises. They 
have made great progress and have shown their decisive 
position and strength in the process of the four modern- 
izations. During the current period of improvement and 
rectification, when the macroeconomic environment is 
tight and the market is sluggish, most large- and 
medium-sized enterprises are demonstrating their 
vitality. They are confronting difficulties, increasing 
efficiency to help raise state revenues, and are main- 
taining overall economic stability. One cannot say this ts 
unrelated to the overall increase in quality in these 
enterprises over the past few years. 


It should be noted that currently large- and medium- 
sized state-run enterprises also face many problems and 
difficulties. These are most notably reflected by: enter- 
prises’ inability to manage and develop on their own, 
and a lack of self-restraining mechanisms, a heavy load 
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which weakens enterprises’ ability to develop them- 
selves, skewed policies which do ig favor their devel- 
opment, central government measures for revitalizing 
large- and medium-sized enterprises that are improperly 
implemented; and irrational structures, redundant con- 
struction, and blind production. These problems are 
constraining factors and represent important reasons for 
the insufficient vitality and low efficiency of these enter- 
prises. 


How can the difficulties facing large- and medium-sized 
enterprises be surmounted? 


The most effective approach is to further enterprise 
reform, It is imperative that we act in accordance with 
the Eighth Five-Year Plan and the 10-Year Program. On 
the basis of the direction of reform—supporting the 
integration of the planned economy with market adjust- 
ments—we must actively improve and strengthen con- 
struction of a system of macroeconomic regulation and 
control, and further perfect all forms of the contract and 
responsibility systems. At the same time, some enter- 
prises will experiment with “profit and tax separation, 
after-tax loan repayment, and after-tax contract fulfill- 
ment.’ By persistently deepening reform, a new, 
socialist, planned commodity economy will gradually be 
established, so that large- and medium-sized enterprises 
will become relatively independent producers and man- 
agers, and can release their potential and vitality. 


We should create a sound external environment for 
large- and medium-sized enterprises. Considering the 
present situation, we should carry on the policy of 
purposefully selecting and supporting better enterprises, 
and favoring them when it comes to supplies of funds, 
energy, and raw materials. We will continue to help 
large- and medium-sized enterprises clear their ‘“triangu- 
lar debts” and stop the unhealthy practice of discre- 
tionary fees and imposed pledges. Where conditions 
warrant it, we will grant limited rights of foreign trade to 
enterprises. We should mobilize all resources to help 
enterprises overcome these temporarily difficulties. 


We should increase efficiency by boosting management. 
There is great potential for extending and strengthening 
all aspects of this basic work, for improving operations 
and management, adjusting product structures, reducing 
production costs, and increasing output and profits. We 
may increase efficiency through technological improve- 
ments, for which there is much room. We have estab- 
lished a relatively complete industrial system in the 
country. There is a considerable gap, however, between 
us and countries with advanced industrial levels. We 
should raise the modernization levels of large- and 
medium-sized enterprises through technological 
improvements and exploiting hidden potential, so that 
we narrow the gap. Thus we may break through the 
difficult pass and bring about higher efficiency 


During the past 10 years of reform, large- and medium- 
sized enterprises have contnbuted to promoting the 
In the coming decade we should 


national economy 
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maintain the key link of revitalizing large- and medium- 
sized enterprises, advance steadily, and promote further 
developments in enterprise quality and in rationalizing 
enterprise behavior, In this way, these enterprises will 
surely contribute more to China's economic prosperity 
and to realizing the strategic goal during the second 
phase of economic development. 


Analysis of Recent Industrial Downturn 
9/CL£0372B Hong Kong CHIU SHIH NIEN TAI (THE 
NINETIES] in Chinese No 6, 28 Jan 91 p 17 


[Article by Qi Jun (7871 0193): “Economic Efficiency in 
Industrial Enterprises Is Sliding Down Seriously”’} 


[Text}Many of the problems in China's economic devel- 
opment may be summarized in two words: “low effi- 
ciency.” Since improvement and rectification, economic 
efficiency in enterprises—especially in industrial enter- 
prises—has declined seriously, causing great difficulties 
for state revenues. 


Major indicators of low economic efficiency in industrial 
enterprises include: 


Sales of industrial products have been persistently slow. 
If price factors are excluded from calculations, last year 
sales actually failed to increase. 


Resource allocation is exceptionally irrational. Enter- 
prises In processing industries have inadequate produc- 
tion tasks, so that many commonly stop or reduce 
production. Large numbers of machinery facilities are 
not operating. Important textile industrial bases lack 
cotton supplies. About one-quarter of the total spindles 
in Beijing, Tianjin, and Shanghai are not operating, 
while textile production in cotton-growing areas greatly 
exceeds the plan. 


Capital circulation is slow. There are serious stockpiles 
of goods in warehouses. At the end of last August, the 
amount of steel in stock increased by 45 percent over the 
previous year, and the number of television sets in stock 
increased by 69 percent. More than half of newly 
invested circulating capital was used to fund increased 
production of goods. At the end of September 1990, the 
circulation period for capital circulation had increased 
from 108 days to 131. This was 20.9 percent slower than 
in the same pe~od 'n previous years, which means that 
an addition”! « cn yuan was tied up in goods. The 
profit and u p tal was 13.5 percent, a decrease 
of 6.5 perveni over 9. 


Production costs are rising. By the end of last September, 
the cost of comparable products from industrial enter- 
prises within the state budget had increased by 6.3 
percent compared to the same period in 1989. This 
caused a deficit of 24.97 billion yuan. 


Losses are increasing. By the end of September | 990, 
statistics showed that 3.5 percent of industrial enter- 
prises within the state budget were operating ai a loss. 
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This was an increase of 15 percent over the same period 
in 1989, Total losses reached 20.19 billion yuan, an 
increase of 110 percent. 


Realized profits are declining dramatically. By the end of 
last September, industrial enterprises within the state 
budget had realized profits worth 19.39 billion yuan, a 
decrease of 57.9 percent over the same period in 1989, 


Product quality is fluctuating, and material consumption 
is increasing. According to statistics from 16 industrial 
departments on 75 major indicators of quality in key 
enterprises, between January and August 1990 the sta- 
blization of the rate of increase was merely 69.3 percent. 
Over one-third of these enterprises showed increases in 
raw material consumption, with half of their products 
consuming more energy. 


China's industrial economy is basically a model of 
“speed efficiency.” Efficiency is evaluated on the basis of 
the rate of increase. With the decrease in speed over the 
past two years, efficiency has also declined. To solve this 
problem, it is crucial to reform the system, developing 
mechanisms which can keep a steady rate of increase in 
production and which enable enterprises to develop and 
monitor themselves. Looking at the present situation, 
first we should take further measures to invigorate the 
market (for instance, allow a reasonable expansion of the 
scale of investment, speed up the clearing up of trian- 
gular debts, etc.), and maintain a certain rate of indus- 
trial production. Second, we should give key support—in 
terms of investment, loans, and raw materials supplies— 
to industries encouraged by state policies and to prod- 
ucts that are marketable. Third, we should increase 
investment and loans for technological renovations in 
enterprises, and strongly encourage technological 
advancement. Fourth, enterprises should focus on them- 
selves, tap their potential, perfect their operating mech- 
anisms, increase production, save on materials, increase 
profits and reduce expenditures, and turn losses into 
profits. 


Textile Industry Urged To Develop Chemical Fibers 


91CE0494B Beijing JINGJI RIBAO in Chinese 
20 Mar 91 p2 


[Article by Feng Shihu (7458 2508 $706)} 


[Text] Cotton shortages in recent years have created 
major losses for national economic development. 
Experts estimate that current product quality and eco- 
nomic returns in China's textile industry have dropped. 
Textile raw material shortages account for 70 percent of 
the problem. 


The cotton shortage is due to the operation of certain 
economic mechanisms, the reasons are truly surprising. 
First, cotton output has dropped further while there is a 
cotton shortage. The laws of market demand hold that 
price levers readjust product output. However, in China, 
the circulation of cotton is governed by special! policies. 
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Namely, after determining cotton procurement prices, 
the state entrusts cotton and hemp companies to make 
unified purchases and sales. In recent years, China has 
had great cotton shortages. The state has continuously 
raised cotton prices, but there ultimately is a limit to 
price readjustments. Compared to economic returns 
from other agricultural crops, cotton tends to drop. For 
example, the former 1:8 comparative prices for ginned 
cotton and wheat have dropped to approximately a 1:5 
ratio now, In recent years cotton output has been unable 
to break from low output and fluctuations. 


Moreover, small, regional cotton textile enterprises vie 
with large, state-run enterprises for cotton resources, At 
present, small-scale cotton textile production capability 
nationwide is approximately 11.4 million spindles, 
which needs 35 million dan of cotton. In other words, the 
demand of regional small-scale cotton textile enterprises 
cannot be satisfied unless they receive almost one-half of 
the output of national cotton-producing regions. Small 
cotton textile enterprises have backward technology and 
equipment. Although they consume cotton due to their 
close proximity to producing areas, their products are 
unwelcome on the market. 


In recent years various economic and administrative 
measures such as raising prices and policy restrictions 
have been taken to ameliorate cotton shortages, but they 
have not been successful. In 1990 and 1991, national 
cotton procurement was still at a low level of about 3.5 
million tons. This tells us that solving the cotton shortage 
is a thorny issue. Difficulties include: 


First, the cultivated area limits increased cotton output. 
The national cultivated area is about 1.49 billion mu, 
and cotton accounts for something over 80 million mu. 
In the past few years, the cultivated land area has 
continuously decreased at the gradual rate of 20 million 
mu. It is estimated that by the year 2000, although we 
adopt various measures to protect cultivated land, to 
protect the ecosystem we must use approximately 30 
million mu of cultivated land for afforestation, and 70 
million mu of cultivated land will be used for nonagri- 
cultural purposes. At present, China's per capita grain 
consumption ts less than 400 kg; per capita consumption 
of oil and meat are 10 plus kg and 20 plus kg, respec- 
tively, all below international per capita standards. Thus, 
expanding the cultivated area for cotton must take into 
account the balance of other cash crops. Many experts 
believe it is appropriate to stabilize the cotton area 
between 85 million and 90 million mu during the Eight 
Five-Year Plan. When the time comes, and there is a 
good harvest, cotton output may reach 5 million tons 
and procurement more than 4 million tons, but this can 
only partially ameliorate the cotton shortage. 


Second, cotton textile production costs restrain cotton 
prices. In recent years, the state frequently has raised 
cotton procurement prices. The highest price rise 
occurred in 1989. The present average supply price of 
mixed grade ginned cotton is 350 yuan per dan, which 
corresponds to 90-94 percent of cotton prices on the 
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international market. This indicates that China's textile 
industry lacks any low-priced raw material advantage. In 
the first half of 1991, almost one-third of cotton textile 
enterprises nationwide suffered losses because of rising 
raw material costs, In 12 medium. and large-sized cities 
the entire textile industry had losses; since the country 
was founded this had been rare. 


Ameliorating the cotton shortage problem appears to be 
very difficult. However, if we move our thoughts to 
readjusting the textile raw material mix, then there may 
be a glimmer of hope. China has ample fiber raw 
material output, including silk, ramie, wool, angora, and 
cashmere. It is not worth considering the possibility of 
substituting these for short supplies of cotton because 
production costs for some of these raw materials are 
high, others are of low output, and in all cases they suffer 
from land area constraints. However, chemical fiber 
production does not require land resources. Costs are 
cheap, there are many varieties and types, and China is 
rich in the petroleum needed to produce it. It is an ideal 
substitute for cotton. 


Alt present, chemical fibers account for 29.4 percent of 
China's textile raw materials. Average annual output for 
the chemical fiber industry has risen by nine percent in 
the past five years. Total annual output is now 1.47 
million tons, the fourth highest in the world. The chem- 
ical fiber industry could substitute for insufficient cotton 
Output since there already is a production base. Double 
the result could be had with half the effort if investment 
is increased. The goal of the chemical fiber industry to 
account for at least 40 percent of textile raw material 
production by the year 2000 is feasible. Hereafter, the 
critical matter will be what steps to take for the industry 
to develop in a self-reliant manner. 


The proportions of chemical fibers produced by the 
industry also must be readjusted. At present, China's 
system of chemical fibers is in a pyramid shape of raw 
materials, chemical fibers, and heavy processing. 
Pressing matters are to obtain capital, and enhance 
development of basic industries such as raw materials. 
Different chemical fibers can imitate real ones, such as 
wool and silk. At present China's different chemical 
fibers account for 11-12 percent of all chemical fibers. 
Hereafter, this group should be a key type of chemical 
fiber, as it can raise the added value of textile produc- 
tion. 


We should develop on a tral basis the chemical fiber 
industry to solve the lack of construction funds. In the 
1970s, China established four chemical fiber bases, in 
Shanghai, Tianjin, Liaoning, and Sichuan. In the 1980s 
it set up the Jinshan Chemical fiber two-stage project in 
Shanghai, and the Yizheng chemical fiber base in 
Jiangsu. The state spent enormous sums on these efforts, 
$3 billion in foreign exchange over nearly two decades 
on importing technology and equipment. Recently, the 
state has achieved extremely practical results by building 
and putting into operation the Yizheng chemical fiber 
base with domestic funds and international financing. In 
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the future, it would seem that such a method of raising 
funds has to be used again, Steadfastly doing so defi- 
nitely will ensure that the future road taken is a rosy path 
suited to national conditions. 


Official Discusses High-Technology Zones 


OW0104191/691 Beying XINHUA Domestic Service 
in Chinese 0056 GMT 31 Mar 91 


[Responsible Person of the State Science and Tech- 
nology Commission Answers Reporters’ Questions 
About the Establishment of 26 New and High- 
Technology Development Zones—by reporter Yang 
Zhaobo (2799 0340 3134) and trainee Yuan Jun (5913 
0193)"—XINHUA headline] 


[Text] Beijing, 31 Mar (XINHUA)}—The State Council's 
decision to approve the establishment of 26 additional 
new and high- technology development zones has drawn 
the attention of deputies attending the Fourth Session of 
the Seventh National People’s Congress [NPC], and 
members attending the Fourth Session of the Seventh 
National Committee of the Chinese People's Political 
Consultative Conference [CPPCC]. In connection with 
this issue, we recently interviewed a responsible person 
of the State Science and Technology Commission. 


Question: What is the difference between the state's new 
and high-technology development zones, which the State 
Council recently approved to establish, and the special 
economic zones [SEZ] and economic and technical 
development zones that have been set up in our country? 


Answer: The state's new and high-technology develop- 
ment zones, which the State Council recently approved 
for establishment, are different from the existing SEZ 
and economic and technical development zones in terns 
of characteristics, policies. administrative systems, and 
scopes of business. 


First of all, the establishment of SEZ and economic and 
technical development zones is primarily for the purpose 
of attracting foreign capital needed to develop the 
coastal areas and promote China's economic develop- 
ment as a whole. In the new and high-technology devel- 
opment zones, China will depend primarily on its own 
scientists and technicians to accelerate the commercial- 
ization, industnalization, and internationalization of 
new and high technology, as well as to accelerate the 
infiltration and diffusion of this technology into tradi- 
tional industries to promote local economic develop- 
ment, perfect and maximize China's industrial structure 
and product mix, upgrade the technology of China's 
mainstay industnes, increase China's labor productivity 
and economic efficiency, and make Chinese commod- 
ties More competitive on the world market. Of course. 
the new and high-technology development zones also 
will be open to the outside world. They will welcome 
foreign investment, and foreign investors will enjoy 
similar preferential treatment as they would in SEZ and 
economic and technical development zones. However. 
these zones differ quite substantially from SEZ and 
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economic and technical development zones in terms of 
applicable policies. Within the new and high-technology 
development zones, their preferential policies will 
applicable to new and high-technology enterprises 
Within these zones, foreign: funded and Chinese-funded 
enterprises alike will enjoy preferential treatment as long 
as they e in the development of new and high 
technology. However, those enterprises producing goods 
of ordinary of traditional technology will not enjoy 
preferential treatment. The new and high-technology 
deve nt zones will be limited in scope. Enterprises 
located outside these zones will not be able to enjoy 
preferential treatment regardless of whether they are 
engaged in the development of new and high technology, 
or traditional technology. Because of this policy, enter: 
prises engaged in new and high-technology development 
will converge gradually into these zones. This will result 
in the relative concentration of manpower, material, and 
financial resources in these zones, generating the effi- 
ciency of sizable economies. Thus, the establishment and 
development of these zones as a new industrial system 
are timely and economical. They will be greatly benefi- 
cial to regional development and to the integration of 
scence and technology with China's mainstay industries 
essential for the national economy. 


Question: The State Council decision provides that the 
State Science and Tech Commission will admin- 
ister these new and high-technology development zones 
and give them specific guidance. What, then, are the 
relations between these zones and science and tech- 
nology commissions at various levels” 


Answer. The State Council clearly provides that the State 
Science and Technology Commission will administer 
these zones and give them specific guidance. This 1s not 
accidental. The new and high-technology development 
zones have inseparable ties with all science and tech- 
nology departments. The experiences gained by other 
countries show that, to establish and develop an indus- 
trial system with relatively complete new and high tech- 
nology within a short period of time, the support of 
strong scientific and technological forces is essential, the 
system must have a relatively comprehensive industrial 
foundation, and it must have the support of preferential 
policies, as well as the protection of rational administra- 
tive system and mechanisms. On the other hand. work in 
these areas cannot be accomplished without the active 
organization and coordination of science and technology 
departments. Only when there is the organization and 
coordination of science and technology departments can 
new and high technology find its way into the develop- 
ment zones and effectively integrate these zones with the 
technological advancement of the mainstay enterprises 
essential for the national economy. Of course, the 
administration of the State Commission for Science and 
Technology does not mean that new and high-technology 
development zones are the business of science and 
technology departments alone. Facts have proved that 
the establishment of these zones has had the energetic 
support of all departments and all loca! governments and 
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people of all walks of life, because it tallies with China's 
actual economic development. The local governments 
and people of all circles, in particular, have demon- 
sirated extremely great enthusiasm and eagerness for 
their establishment. In fact, because of the preferential 
polices drawn up by these local authorities, a number of 
new and high-technology development zones already 
have taken shape and have yielded economic 
results. This being the case, new and high-technology 
development zones will continue to count on the firm 
support and coordination of all governments and depart- 
ments for their administration and construction. The 
construction of these zones will be a common endeavor 
to be undertaken by all governments, all relevant depart. 
ments, and people of all walks of life. 


Question, What is the relationship between these new 
= — technology development zones and the state's 
ore n’ 


Answer: The Torch Plan is a guidance plan of the state 
meant for commercializing China's new and high tech- 
nology, establishing and developing new and high- 
technology industries in China, and helping the country 
internationalize them. The establishment and develop- 
ment of all types of new and high-technology develop- 
ment zones is an important part of the work of orga- 
nizing the implementation of the Torch Plan. Under the 
Torch Plan, hundreds of state projects have to be 
screened each year, over 1,000 local projects receive 
support, operators and managers of new and high- tech- 
nology enterprises are trained, and service centers are 
established to help set up businesses that can “incubate” 
new and high technology of new and high-technology 
enterprises, so that a service system supporting the 
development of new and high-technology industries can 
be improved gradually. Under the Torch Plan, to inter- 
nationalize the new and high-technology industries, dif- 
ferent types of companies or representative organs wil! 
be established in selected countnes and regions to pro- 
mote export and technical and economic cooperation so 
that China's new and high-technology industries can 
compete on the world market. Thus, the new and high- 
technology development zones are an important part of 
the Torch Plan, and will be important bases for imple- 
menting the Torch Plan. 


Large Digital Controlled Cutting Machine Developed 
OW 0904194591 Beying XINHUA in English 
1634 GMT 9 Apr 91 


[Text] Changsha, April 9 (XINHUA)}—Chinese eng)- 
neers recently developed an automatic computer pro- 
gramming system for a large digital controlled cutting 
machine 


The system was created by the Beijing Science and 
Technology University and an electromagnet factory in 
Yueyang City, Hunan Province. The system will be 
applied to procedures for cutting various types of stec! 
plates 
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Experts who attended the provincial appraisal of the 
system noted that its functions are better than those of 
similar systems created in Japan. 


Output of Light Industry in March 
F — Beying CEI Database in English 
Apr 
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[Text] Beijing vay yy a list of the output of 
China's light industry in 1991, released by the 
State Statistical Bureau: 
ltem Vai ve Veo 
Bicycle 10,000. 09 —— 279.9) 
Sewing machine 10,0005 64 69 69.4) 
Watch 10,000 654) 615.48 
Camera 10,0008 27.00 128 
TV wet 10,000. 258 2% 28 
Color TV 10,0005 100.55 70.78 
Video recorder 10,0005 O78 0% 
Radio 10,0005 193.71 167.15 
Tape recorder 10,0005 241.27 266.11 
Washing machine 10,0005 67.71 60.15 
Fan 10,0008 670.45 616.79 
Refrigerator 10,0005 “) 416) 
Sugar 10,0001 o7.18 92.25 
Salt 10,0001 "9 835 
Cigarette 10,000c 275.2 286.4 
Beer 10,0001 $8.8) any 
Liquor 10,0001 41.8 —18 
Canned product 10,0001 8.76 11.25 
Feed 10,0001 211.72 206 68 
Machine-made paper and krafi 10,0001 101.51 6.17 
of newsprint 10,0001 78 245 
anastatic printing paper 10,0001 asa $.69 
Synthetic detergent 10,0001 1462 16.32 
Daily fine aluminium products t yala 7090 
Plastic product 10,0001 m4) 20 $4 
Farming film 10,0001 $02 4s? 
Bulb 100mpc 233 1.97 
hotes m m—million meter, cm —cubic meter, pc—prece c—<ases 
t— ton. »—eet 
Gross Industrial Output in March 
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[Text] Beying (CE1)}—Following is a list of China's total 
industrial output value in March 1991, released by the 
China State Statistical Bureau. 
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in 100 million yuan 

_ vei 101 Increase (ver 
1-00 (%) 

Total 1893.9 $142.2 i? 
Export products 201.9 $25.1 10.9 
Light ind 921.7 2555.3 TX) 
Heavy ind 972.2 2586.9 6 
State i244 14282 96 
Collective 5376 14187 19.5 
Others 1149 on) as 
(industrial output value is measured in 1990's constant yuan) 
Enterprises Use Advanced Technology To Raise 
Efficiency 
OW 2704184991 Beying XINHUA Domestic Service 
in Chinese 0330 GMT 26 Apr 91 


[By reporter Zhu Youd: (2612 1635 2769)) 


{Excerpts} Beying, 26 Apr (XINHUA)—A number of big 
and medium-sized enterprises in our country embarked 
on the road of development centering on using advanced 
technology to raise economic efficiency. 


In light of the domestic and international market 
demands and the needs of national economic develop- 
ment, these enterprises relied on technological upgrading 
as the main method and made full use of technological 
resources available at home and abroad to bring a 
remarkable historical change to their production tech- 
nology, products, and work efficiency. [passage omitted] 


In 1990 investment made by state-owned enterprises in 
updating and upgrading technology totaled 82.8 billion 
yuan, five times more than 1980. The last 10 years have 
seen 450,000 technology-updating and upgrading 
projects carned out by these enterprises. In many indus- 
tres, including machine-building, electronics, textile 
and other light industries, iron and steel, chemical 
industry. building matenals, and pharamaceutical man- 
ufacturing, the scale of technological transformation 
surpassed that of capital construction for the same 
period. Many big- and medium-sized enterprises “‘thor- 
oughly” transformed themselves, and the level of their 
technology rose quickly from that of the 1950's or 1960's 
to the 1970's or 1980's. The Jilin Chemical Industry 
Corporation made a total investment of 1.36 billion 
yuan in technological transformation during the Seventh 
Five-Year Plan period. During those five years, 45! 
technological transformation projects were carned out. 
Among them, 3! were big projects, cach with an invest- 
ment of more than 10 million yuan. These projects 
greatly increased the capability of this old chemical 
industry enterprise. The Luoyang No. | Tractor Plant 
thoroughly changed the longstanding problem of pro- 
ducing only one model, which used too much fuel and 
had poor and unrehable peformance. This plant adopted 
new production processes and new technology, fully 
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tapped its internal potential, and conducted technolog: 
ical transformation in a planned and methodical way. 
Now, it turns out more than 50 different products in six 
categories, This t has become a large modern enter- 
prises making big and small tractors as its main prod- 
ucts, Other products include motor vehicles, construc: 
tion machinery, diesel engines, and bicycles, Last year its 
profit and tax contributions to the state amounted to 140 
million yuan, nearly double the 1986 record. 


Use of foreign technology by enterprises in our country 
reached an unprecedented scale and depth in the favor- 
able environment for opening to the outside world, Over 


oo cas TS vane, TR used for technology 
imports amounted to 29.85 billion yuan. More than 


7,000 transactions were concluded in this respect. 
Among , 2 t are hardware projects such as 
machinery, electric equipment, and production lines. 
Tech imports brought a remarkable change to the 
tech aspect of enterprises in our country. [pas- 
sage omitted] 


Meanwhile, enterprises made great headway in tackling 
key problems of science and technology in a wide range 
of fields. In doing this, they also solved a number of big 
problems in science and technology for the state. The 
direct returns that can be calculated exceeded 30 billion 
yuan. In addition, enterprises made great progress in 
developing new products. Technological research 
achievements are quickly applied to the production of 
commodities. About 70 percent of the newly developed 
a were put into commercial production. [passage 
omitt 


It 1s reported that the state will pay particular attention 
to the technological progress of 300 big and medium. 
sized enteprises during the period of the Eighth Five- 
Year Plan. With particular state support aimed at raising 
their abilites to accumulate funds and to transform and 
develop themselves, these enterprises are expected to 
play a leading and exemplary role in promoting the 
technological transformation of existing enterprises 


Building Materials Industry Enters World Market 


OW 0605030891 Beying XINHUA in English 
0212 GMT 6 May 91 


[Text] Beying, May 6 (XINHUA)}—Since the economic 
reform and opening to the outside world, China has 
expanded the technological exchanges and cooperation 
in its building materials industry with foreign countries 
and regions, according to Zhang Renwei, deputy director 
of the State Bureau of Building Materials Industry. 


The Overseas Edition of today’s PEOPLE'S DAILY 
today reported that in the past ten years China con- 
tracted 30 building materials projects in more than 10 
countries and regions, and also exported 58 technolog- 
ical items related to building materials production and 
equipment 
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According to statistics, China has exported over $00 
kinds of building materials to more than 110 countries 
and regions, the official said 


China exported more than 200 million tons of cement a 
year, Meanwhile, China's glass production has also 
ranked first in the world, 


Rise of Industrial Production Noted 


NHKO9OS023991 Beying CHINA DAILY in English 
9 May ¥i p 2? 


[By staff reporter Wang Xiangwei) 


[Text] China's industrial production in April chalked up 
a steady rise of |2 percent over the same period last year. 
But bulging stockpiles still clogged the economic flow. 


The latest government statistics showed that industrial 

output stood at 197 billion yuan ($37 billion) in April 

a - average daily output rose 7.5 percent over 
rch. 


Thus the industrial production in the first four months 
of this year registered » | 3.2 percent rise to 711.4 billion 


yuan. 


Officials from the State Statistics Bureau said that they 
were pleased with the figures, which did not reflect a very 
substantial rise as industry had been treading water in 
the first four months last year 


However, the officials said that despite the gratifying 
industrial growth, the huge stockpiles remain to be 
thinned. 


They said that the industrial growth was much faster 
than the bounce-back in consumption and demand for 
investment, resulting in a further rise in stockpiles. 


The statistics showed that by the end of March, the 
products piling up in factory warehouse rose 7.1 billion 
yuan over the end of February 


In April, the State-owned enterprises reported a 7.4 
percent rise to 126.1 billion yuan and the collectively- 
owned enterprises rang up a 17.7 percent hike to 58.2 
billion yuan 


The private firms and foreign-funded enterprises con- 
tinued their vigorous momentum, registering a 43.8 
percent gain to |2.7 billion yuan. 


In the first four months, the light industnal output was 
up 15.2 percent to 352.2 billion yuan and the heavy 
industrial output 11.4 percent to 359.2 billion yuan. 


The coastal provinces where processing industries dom- 
inate continued to be the steam provider for the national 
economy. 


The statistics showed provinces and cities in the eastern 
parts of China registered an average growth of 14 percent. 
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Meanwhile the northeastern provinces including Liaon- 
ing, Jilin, and Heilongjiangthe country's industrial 
hub for heavy industries and energy production—only 
managed to rise in the range of | to 2.5 percentage 
points, 


A slight decline was reported in the and raw 
materials industries as energy production in the first four 
months totalled 320 million tons, down 0.4 percent from 
the same period last year. 


The officials said that as the government continues to 
relax its grip over investment on fixed assets, production 
of electrical machinery continued to bounce back. 


CONSTRUCTION 


Shanghai Plans 10 Major Projects 
OW 0405095191 Beying XINHUA in English 
0735 GMT 4 May 91 


[Text] Shanghai, May 4 (XINHUA)}—Shanghai will fur- 
ther improve its image in the next five-year plan period 
(1991-1995) by completing 10 major construction 


projects. 


The projects are two big bridges over the Huangpu 
River, the first phase of a sewage disposal project, the 
first phase of the Waigaogiao port area in the Pudong 
new development district, expansion of Hongqiao Air- 
port, a comprehensive project to improve communica- 
tions in the downtown area, the No.! line of the subway, 
gas and water-supply systems, and an clevated highway. 


Seven of these projects are already under construction, 
and the construction of the other three will start within 
this year. 


The city’s image will be greatly improved upon comple- 
tion of these projects, said Mayor Huang Ju. In partic- 
ular, he pointed out, communications have always been 
a serious problem in this densely populated industrial 
and commercial center of China. 


Apart from the above-mentioned projects, the city gov- 
ernment also plans to build residential houses with a 
total floor space of 25 million sq m. 


FOREIGN TRADE, INVESTMENT 


— Economists Study Enterprise 
nternationalization 


9ICE0484A Beying GUOJI MAOY!I [INTERTRADE) 
in Chinese No 1, 27 Jan 91 pp 6-10 


{Article by Xu Xianquan (1776 6343 2938) and Li Gang 
(262! 6921) of MOFERT's International Trade Insti- 
tute: “Several Issues To Be Considered When Enter- 
prises Internationalize Their Operations’’| 
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[Text] Since reform and opening up began more than a 
decade ago, China's economy has undergone rapid 
development, As the economy opens up more to the 
outside world and the relationship between China's 
economy and the world economy becomes increasingly 
intimate, our enterprises have also progressed from the 
stage of unilateral importation of fore and 
services to bilateral opening up and c tion, All 
forms of overseas direct investments, such as joint 
ventures, contractual joint ventures, wholly owned 
enterprises, and stock participation, have flourished. 
China has put the issue of internationalizing the opera- 
tion of its enterprises and organizing transnational cor- 
porations on its agenda, and the initial practice of 
internationalizing enterprise operations has also brought 
before the theoreticians many serious issues which must 
be addressed and explained thoroughly. 


1. Internationalized Enterprises and Transnational 
Corporations 


Since the end of World War II, investments by transnational 
corporations in nations around the world have given tre- 
mendous impetus to the development of world trade, and 
the latter in turn has been the main driving force behind 
world economic development. In the last 20 years, there 
have been dramatic changes in the structure of the world’s 
transnational corporations. The monopolistic hold on tran- 
snational corporations by the developed countries has been 
broken, and many newly industrialized nations (or regions) 
as well as developing nations and socialist countnes have 
also become members of this “world club” of transnational 
corporations. Although the scope, the extent of transnation- 
alization, and the organizational structure of and the 
number of economic sectors encompassed by these coun- 
tries’ companies are still dwarfed by the developed coun- 
tries’ global transnational corporations, they nevertheless 
are achieving the goal of promoting their own national 
economic development by adopting an enterprise organiza- 
tional format which so far is strange to most countnes and 
by allocating key factors of production either rationally 
within the world context or in an optimal fashion from the 
standpoint of the country’s own interests. 


While theoreticians in China are analyzing the transna- 
tional corporations from a critical standpoint and 
treating them as the product of the capitalist economic 
system and as the principal form of contemporary inter- 
national monopoly and the main force of monopoly in 
international trade, China's entrepreneurs are chal- 
lenging such criticisms with the concrete practice of 
setting up transnational corporations with Chinese char- 
acteristics and launching internationalized operations. 
The laws of the commodity economy are the general laws 
of economic formation of a civilized human society. 
Capitalism has produced highly developed commodity- 
economic societies. The economic management methods 
it has created and which have universal significance are 
also applicable in a socialist economy. As an organiza- 
tional mold by which enterprises internationalize their 
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operations, transnational corporations, of course, are 
also a suitable form of socialist enterprise, This is a 
logical outcome if we understand the general laws of the 
commodity economy correctly, and it is also a major 
breakthrough into a once forbidden ideological and 
theoretical zone 


Currently, Chinese enterprises that are international- 
izing their operations generally fall into the following 
categories. (a) Multipurpose internationalized groups of 
substantial size and strength, as represented by the China 
Resources (Holdings) Company and the China Interna- 
tional Trust and Investment Corporation. They are 
primarily trading and investment companies but are also 
involved in production, technologies, services, finance, 
consulting, and information and other activities. (b) 
Specialized foreign trade companies, as represented by 
China National micals Import and Export Corpora- 
tion. They are primarily trading companies which spe- 
cialize in specific commodities as regulated but are also 
developing into comprehensive, multipurpose, interna- 
tionalized corporations. (c) Giant enterprises in China's 
mainstay industries, as respresented by the Capital Iron 
and Steel and the Baoshan Iron and Steel companies and 
the No. 2 Automobile Company. These enterprises are 
developing international markets, investing in relevant 
upstream and downstream industries, and launching 
technological inter change to bring about industrial 
upgrading and enterprise modernization in accordance 
with the needs of their respective industry and their own 
development. (d) Medium- and small-sized enterprise 
groups with high-tech backgrounds that are using a 
variety of formats to launch their internationalized oper- 
ations and develop overseas markets. In addition, there 
are some medium- and small-sized enterprises (including 
services) which have opened branches and developed 
businesses overseas independently and have a limi ted 
international operation. In the future, as China's reform 
deepens. and as we open up further to the outside world. 
more modern internationalized enterprises wil! appear. 
and meanwhile, the above-described types of interna- 
tionalized enterprises, to varying degrees, will transform 
and reorganize themselves. 


It should be pointed out that internationalized operation 
and international operation are two different concepts. 
and internationalized operation and transnational ¢ or- 
poration are not exactly the same either. Enterprises that 
are internationalizing their operations may be large-. 
medium-. or small-sized, they may be transnationalized 
to a large or a small extent, they may encompass a few or 
many economic sectors, and their operational onenta- 
tion may be very different. Therefore, these enterprises’ 
business activities may be two-nationed, multinational, 
intercontinental, or even global, and they need not all be 
transnational corporations in the modern sense. In other 
words, an enterprise that internationalizes its operation 
iS NOt necessarily a transnational corporation. A transna- 
tional corporation also has one other important charac- 
teristic, that 1s, it should have a monopoly in a particular 
economic domain, industrial sector, or a category of 
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product of importance either in the domestic market, in 
several countries, in an entire continent, or even in the 
obal sense. If one understands this point, 11 should not 
difficult to understand why the archives of the United 
Nation's Transnational Corporation Center contain 
records of only 650 of the world's { transnational 
corporations and data on the more influential medium. 
and small-sized transnational corporations rather than 
including all the internationalized enterprises. 


Il, The Nature, Status, and the Role of China's 
Internationalized Enterprises 


Since China's — up, its direct overseas invest. 
ments have reached $951 million, spreading over 88 
nations and regions in five continents, financing 645 
enterprises of all types. Currently, internationalized 
enterprise operations are being developed in depth How 
do we deal with the objective necessity of international: 
ized enterprises, their nature, status, and role, and what 
system and policies do we need in order to support and 
encourage their development? These have become 
urgent issues which must be resolved. 


First, the objective necessity of internationalized enter- 
prises: As a developing nation, China must first utilize 
foreign capital and bring in advanced technologies and 
management experiences to modernize its economy 
Therefore, generally speaking, we are facing many of the 
same problems other developing nations are facing The 
shortage of funds and the backward technologies will put 
us permanently in the position of having to import funds 
and technologies. As a socialist country, China's eco- 
nomic management system and operational mechanisms 
are different from countries with a different system The 
sphere of influence of the laws of the commodity 
economy 1s also limited by the ownership system and the 
laws of the planned economy. Therefore, we cannot 
simply copy someone else's economic mold. But the 
planned commodity economy mold with Chinese char- 
acteristics under the socialist public ownership system is 
still being developed and shaped. That is why, in the 
process of opening up to the outside world and partici- 
pating in worldwide international division of labor and 
interchange, we have run into the question of how to link 
up with the international economic mechanisms and 
comply with international economic laws and interna- 
tional practices. These are the very conditions that are 
hampering the internationalization of our enterprise 
operations This being the case, how did some enter- 
prises that have internationalized their operations 
manage to develop so rapidly after China's opening up” 
There must be an internal dynamic cause behind it. It 1s 
our opinion that although there are constraints, there 1s 
also an objective necessity for their existence and devel- 
opment. From the standpoint of the external conditions. 
the trend of world economic integration 1s becoming 
increasingly obvious. Internationalization of production 
(in-depth specialization and cooperation and technolog- 
ical, product, regional, and phasic specializations are the 
main characteristics) and capital (profit motivation and 
capital expansion prompt people to look for markets 
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worldwide where they can maaimize the return on ther 
capital) has become an irreversible trend) Under the 
circumstances, the transnational corporations 
monopoly in the global economic, trade, financial, and 
technological domains is also generating an increasingly 
bigger impact) Many developing nations and socialist 
countries are utilizing these transnational corporations 
as an important tool for modernizing their economies 
China should also make use of them conditionally to 
achieve its objectives. Establishing Chinese transna- 
tional corporations will enable us to allocate our 
resources effectively in the international contest, on one 
hand, it will serve the country's modernization, while on 
the other hand, will allow us to compete with other 
transnational corporations and use organized force to 
fight against organized force From the standpoint of the 
internal conditions, internationalizing enterprises oper: 
ations and setting up transnational corporations will 
allow us to Maximize Our Comparative advantages in the 
international context and circumvent the tanff and non- 
tariff trade barriers put up by trade protectionism. It will 
help expand our export goods’ market share, allow the 
many finely divided markets to develop in a solid 
fashion, help us obtain a steady supply of the much- 
needed resources and products of relevant upstream and 
downstream industries, remove the blockade on interna. 
tional technology transfer, promptly relay scientific and 
technological information and industrial and product 
development trends, and allow us to learn the advanced 
foreign management methods and spread that know!- 
edge to other domestic enterprises. Thus. conditions at 
home and abroad as well as the strength and interna- 
tional experiences some of China's enterprises have 
accumulated since the opening up have afforded China 
the freedom to internationalize its enterprise operations 
and set up its own transnational corporations [1 1s fair to 
say that China has the objective necessity as well as the 
possibility to do so 


Second, the nature. status, and role of China's interna- 
tionalized enterprises: in the ownership structure of the 
socialist planned commodity economy, the public own- 
ership system is the primary system, and it is supple- 
mented by many other ownership systems. This owner- 
ship structure mandates that the internationalization of 
enterprise operations cannot be limited to state-run 
enterprises. Of course, so far as the current develop ment 
is Concerned, enterprises that are internationalizing their 
operations are state-run enterprises made up of fairly 
large and fairly substantial production and trade entities 
It is exactly because of the nature of this ownership 
system that these enterprises must subordinate them. 
selves to state plans (implement those plans) and state 
policies. Looking at the trend of future development 
enterprises that are internationalizing their operations 
will have diverse ownership systems From the interna. 
tional standpoint. except for the wholly Chinese-owned 
enterprises which will remain state-owned, most enter- 
prises will have a composite ownership system. and all 
will determine their profit based on the cquity shares 
they own Their planned management and operational! 
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format must comply with the local legal and economic 
sysioms and policies, Thus, within this content, the 
concept of ownership rights is being diluted. Instead, the 
crus of the question lies in complying with international 
methods and practices and in correctly handling the 
relationship between ownership rights and management 
rights, the profit allocation relationship among different 
owners of equity shares, and the issue of localizing the 
subsidiaries, also ensuring that China's transnational 
corporations generally act in their country’s interests. 


As the driving force behind world economic integration, 
today’s transnational corporations are increasingly 
becoming the main promoters, supphers, and monopo- 
lists of international trade, international investment, and 
advanced and new technologies. Such already- 
established status and roles are something no other force 
can replace. What, then, is the status of the Chinese 
enterprises that are internationalizing their operations 
and the newly founded transnational corporations’ 
What role should they play’ From the domestic stand- 
point, Most enterprises that run their transnational oper- 
ations out of China are large, multipurpose commercial 
holding companies. specialized foreign trade corpora- 
tions, giant industrial enterprises or enterprise groups, 
and large trust and investment companies. They already 
play a decisive role in the national economy and enjoy a 
monopolistic position in their respective domain, and to 
varying degrees, they also have the edge in everything 
from personnel. finance. maternal, production, supply. 
sales, banking. investment, insurance, to management 
and administration Even the state's economic develop- 
ment strategy and national economic plans make special 
provisions for them. From the point of the organiza- 
tional structure of the transnational corporations, their 
internal vertical integration 1s obvious, and China's 
traditional economic system is a perfect basis for the 
introduction of this organization structure into this 
country Therefore, these enterprises should play a role 
in promoting the modernization of China's economy 
They should play an exemplary role and influence the 
other enterprises, and they should play a vanguard role 
in promoting China's trade development, increasing 
investment, and propagating technologies. From the 
international standpoint. China's transnational corpora- 
tions should be founded on a high starting point, and 
they should rely on their unique supenorty to compete 
with transnational corporations of the developed coun- 
ines, the developing nations, and other socialist coun- 
tres in the areas of technological development, produc- 
tion. Operation and sales management, and 
administration, and try to capture a share of the already 
monoplized market. Today. the average investment in a 
transnational corporation's overseas subsidiaries 
amounts to $6 million for a developed country, $2.6 
million for a developing nation, and around $1.4 million 
for the Soviet Union and the East European countnes 
China is spending around $1.47 million, and by this 
standard, we are still at the infant stage, and we must 
accelerate these enterprises’ development At the same 
time. China's transnational corporations should also 
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bring home the international funds they have gathered or 
relay as quickly as possible the new tech they 
have just obtained, 80 as (0 Organicaily integrate our 
overseas investment with the attraction of foreign capital 
and technologies, They must “go out” and “bring in” 
and play the role of a bridge. This should also be one of 
the main characteristics that make China's transnational 
corporations different from the others. 


Take | 


International experiences show that early on, all transna- 
tional corporations are based their operations in their 
own domestic markets. After they have reached a certain 
scope or standard, they then gradually shift the strategic 
points overseas and set up subsidiaries worldwide 
Because China is a * socialist country, its 
enterprises should plant their foothold on serving the 
modernization of the domestic economy as they enter 
the initial phase of internationalizing their operations 
For this reason, they must give priority to considering 
the domestic factors and smooth out the relationships 
among various key elements: 


|. The ownership systems or ownership rights relation- 
ship) No matter what kind of overseas investment or 
international economic activities China's international. 
ized enterprises or transnational corporations take part 
in, their property nights must be guaranteed. The activ- 
ities of the “three kinds of wholly and partially Chinese- 
owned” enterprises and shareholding enterprises over- 
seas not only must generate profit for themselves but 
should guarantee profit for their owner, that 1s, the state 
Only in this way can they demonstrate the character of 
their ownership system 


2 The relationship between planning and the market 
We have pointed out earlier that the activities of our 
socialist internationalized enterprises or transnational 
corporations must comply with the state's economic 
development strategy and with the demands of the 
national economic plans. In particular, they must make 
sure that the state’s mandatory plans are fulfilled This 
applies to both the production enterprises and the for. 
cign trade enterprises. But at the same time, we should 
also realize that since these corporations operate within 
the international scope, their activities must also comply 
with international regulations and practices. just as al! 
events in the Olympic games must abide by the rules of 
international competition. Thus, it is very emportant 
that we handle the relationship between planning and 
the market properly. We cannot emphasize one at the 
expense of the other, nor can we separate the two 
completely We must find a good way to integrate the 
two in our concrete practice. 


3. The relationship between management and operation 
Transnational corporations based in China should have 
their own management decision-making system This 
system should focus on the nationality industries and 
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give priority to the country’s rights and privileges and 
manage the subsidiaries, branches, and other subordi- 
nate Organizations eflectively, At the same time, this 
kind of light organizational management should be inte: 
grated into the relatively independent operations of the 
subsidiaries, In other words, there must be effective 
control, but there must also be ways to make the opera. 
tions more effective, in order to maximize profit 


4. The relationship between the industrial and govern. 
ment sectors: Under China's current management 
system, besides implementing the state's economic poli- 
cies and mandatory plans, enterprises that have interna. 
tionalized their operations must also take into consider: 
ation the relationship between the industrial and 
government sectors. This is because the line drawn 
between various industries and the division of labor 
among different | tgp ws departments tend to 
overlap, and therefore conflicts and contradictions are 
inevitable. Thus, it is very important that we smooth out 
the relationship between the industrial and government 
sectors, the relationship between different departments, 
and the relationship between different transnational 
corporations. Of course, this 1s an issue that has more to 
do with macromanagement system, but under the cur- 
rent system, there is much these enterprises that are 
internationalizing their operations can do also. 


From the international standpoint, China's internation- 
alized enterprises or transnational corporations must 
also handle and deal with a series of overseas factors 


properly 


|. The relationship with foreign governments: In setting 
up transnational corporations overseas, we must first 
decide on which countries and study cach country’s 
politics, economics, culture, history, society, folk cus- 
toms and traditions Investments abroad must comply 
with local laws, economic systems, and economic poli- 
cies, and in particular, they must comply with each 
country’s macroeconomic development strategy and 
effectively merge into the mainstream of that country’s 
development. Only in this way can we plant a strong 
foothold and achieve rapid growth 


2. The relationship with foreign enterprises: In allocating 
overseas invesiments, besides choosing industries that 
are key industries being developed and nurtured by 
specific countnes, China's transnational corporations 
should also handle thei relationship with the local 
enterprises properly They should learn to compete with 
but also get along with the others. Because our overseas 
investments are scattered among countnes of different 
types. different strategies are needed. In view of China's 
dual role as a developing nation and as a socialist 
country, China's transnational corporations can get 
along very well with local enterprises in these two types 
of countries, even though we will still run into problems 
such as differences in market mechanisms and vanous 
kinds of policy restrictions As for the relationship with 
enterprises in the developed countries, competition will 
play the key role, because our most important task is to 
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gel into and open up those markets. Al the same time, we 
must also consider cooperating with some local enter- 
prises in various ways to compete with the transnational 
corporations from a third country, Currently, « will 
facilitate the rapid growth of our internationalized enter- 
prises and help them adjust to international standards if 
we can win some concrete projects from some interna: 
tional, large transnational corporations and foster cer- 
tain alliances and cooperations which do not involve 
equity shares. 


As enterprises internationalize their operations, their 
interrelationships will not be limited to domestic factors 
but will also involve foreign, multinational, and even 
intercontinental factors. Therefore, partial or one-sided 
schemes, policies, measures and practices will have their 
innate limitations Thus, in internationalizing enterprise 
operations, it is important to “know ourselves and know 
our enemies” and conduct systematic investigation avd 
research and feasibility analysis. Only in this way will we 
succeed in our endeavors. 


Federation Helping Guangdong Import Foreign Funds 
OW 2203104591 Beying XINHUA in English 
0849 GMT 22 Mar 9/ 


{Text} Beying, March 22 (XINHUA)}—The Guangdong 
Provincial Federation of Returned Overseas Chinese is 
playing an important role in helping local firms import 
more foreign funds and advanced technologies 


Last year the federation helped import 118 advanced 
technological projects and more than 300 million US 
dollars-worth of foreign investment, according to today's 
overseas edition of the PEOPLE'S DAILY 


Wang Shanrong. vice president of the federation, said 
recently that his federation has made great contributions 
to Guangdong’s economic development and especially to 
the construction of energy and transport facilities by 
introducing a large amount of foreign or overseas funds 
to this south China province 


Last year more than 110 million U.S. dollars-worth of 
investment from Taiwan helped Guangdong's Dongguan 
City to build new factories, department stores and rec- 
reation establishments 


The branch of the federation in Guangzhou, capital of 
the province, held a commodity fair in Australia last 
year, reaching a business volume of over five million 
US. dollars-worth 


The federations at vanous levels in the province have 
also set up 190 enterprises with a total business volume 
worth more than 300 million yuan (60 million US 
dollars) last year 
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TRANSPORTATION 


Sanshui-Maoming Railway in Guangdong Opens 
OW0305 185891 Beying XINHUA in English 
1753 GMT 3 May 91 


Teat) G . May 3 (XINHUA) The Sanshui- 

— railway line, which went into operation today, 
became Guangdong’s second railway line connecting the 
province with the rest of the country. 


The 35?-kilometer railway line, which was chiefly 
funded and built by the local government, forms a 
railway network which links the Beying-Guangzhou, 
Guangzhou-Shenzhen and Lipang-Zhanjang railways. 


Completion of the railway is expected to facilitate rapid 
economic development in Guangdong Province, as well 
as in southern China as a whole. 


Construction of Hefei-Jiujiang Railway Line Begins 
OW 0405 165091 Beying XINHUA in English 
1356 GMT 4 May 9! 


[Text] Hefei, May 4(XINHUA)}—Construction of Hefe:- 
Jiujiang railway line started here today. 


The 305-kilometer railway line will link Hefei, the cap- 
ital of Anhui Province, with Feixi, Tongcheng, and 
Susong Counties and Anqing City in Anhui Province, as 
well as Huangme: County in Hube: Province, and Jiu- 
jiang City in Jiangxi Province. The project is one of the 
56 key projects approved by the State Council this year 


The railway line, which has a designed annual capacity 
of 16 million tons, will alleviate the strain on the existing 
Beijing-Guangzhou and Beiing-Shangha: railway lines. 
The line will also enhance the development of the rich 
mineral resources in the Dabie Mountains. 


The first stage of the project—the Hefei-Anqing sec- 
tion--18 scheduled for completion in three years, and the 
entire project will be completed by 1995. 


New Air Route Linking Ningbo, Hong Kong Opens 
OW 0405 174891 Beying XINHUA in English 
1436 GMT 4 May 9/ 


[Text] Ningbo, May 4 (XINHUA)}—An air route linking 
the cast China port city of Ningbo with Hong Kong 
opened today. 


Beginning today, a joint venture, formed by China 
Eastern Airlines, the Ningbo Aviation Services. an avia- 
tion service company of Hong Kong, and the Zhejiang 
Tourism Service, will offer chartered services with an 
MD-82 passenger aircraft to fly round trp flights on 
Wednesday and Saturday 
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A contingent of 140 people, including Hong Kong busi- 
nessmen, tourists and the press, were aboard today's 
maiden voyage from Hong Kong to Ningbo. 


A Ningbo municipal government official said the new air 
route will help the 4 — 4 overseas investment, as 
well as tourists from 54 Taiwan and Macao 
who wish to visit — in Ningbo, which is the 
birthplace of many wealthy Overseas Chinese. 


The joint venture has opened travel offices in both 
Ningbo and Hong Kong. 


AGRICULTURE 


Inputs for Food Production Projected to 2020 


9/CE0264A Beying NONGYE JINGJI WENTI 
/PROBLEMS OF AGRICULTURAL ECONOMY] 
in Chinese No 12, 23 Dec 90 pp 43-46 


Article by the Study Group on Material Inputs for Food 
roduction: “Research on Material Inputs for Food 
Production” | 


[Text] If we are to achieve our food production develop- 
ment goals for the next three periods (1995, 2000, and 
2020), we must improve returns by readjusting the 
product mix. Simultaneously, we still need to ensure a 
corresponding level of material inputs and rely on tech- 
nical advances to raise the efficiency with which they are 
put to use. The focus of this research is on analyzing the 
feasibility of future supply and demand for material 
inputs. 


1. Chemical Fertilizer, Agricultural Chemicals, and 
Mulch Inputs in Food Production 


In the past 40 years China's agricultural chemicals 
industry has grown tremendously. Nevertheless, as of 
1989 national output of chemical fertilizers, agricultural 
chemicals, and mulch was sufficient to meet only 85 
percent, 90 percent, and 75 percent of demand, respec- 
tively. It has been necessary to import chemical fertil- 
izers, and raw materials to produce agricultural chemi- 
cals and mulch. 


A. Chemical Fertilizer 


The status and problems of chemical fertilizer supplies 
are as follows: First, production and supplies of chemical 
fertilizer fall short of demand and must be supplemented 
with imports every year. From 1953 to 1986 China 
imported 40.03 million tons of chemical fertilizer, worth 
a total of 12.6 billion dollars in foreign exchange. 
Second, the ratio of nitrogen, phosphate, and potassium 
we produce is seriously out of balance. Right now our 
actual production ratio for these three is 1:0.24:0.03, 
which means we must import a significant quantity of 
phosphorous and potassium. The consumption ratio for 
these three elements is 1:0.32:0.11. This does not meet 
agriculture department recommendations, which call for 
a ratio of 1:0.52:0.2, nor does it approach the world 


ECONOMIC 59 


average of 1:0.47:0.37, Third, we produce a poor grade 
of fertilizer containing a low concentration of available 
ingredients. Ammonium bicarbonate, which contains | 7 
percent nitrogen, accounts for 54 percent of all nitroge- 
nous fertilizer we produce, fused calcium-magnesium 
phosphate, which contains 10-12 percent available ingre- 
dients, accounts for 98 percent of all the phosphate 
fertilizer we produce, and highly concentrated com- 
pound fertilizers account for less than one percent of our 
total fertilizer output, 


»onual demand for chemical fertilizer will reach 26-28 

» tons on 1995, 31-33 million tons in 2000, and 49-60 

© tons on 2020, In terms of standard fertilizer, this is 
equivalent to 120-130 million tons, 140-150 million tons, 
and 220-270 million tons at those three intervals, respec- 


and 1:0.5:0. 3, respectively, and the proportion of com- 
pound fertilizer should rise to 20 percent, 30 percent, and 
over 50 percent. It will be difficult to attain these goals, and 
we will have to import some raw materials for phosphate 
and potassium fertilizer. 


To achieve our goals for chemical fertilizer production, 
we must adopt a series of effective measures. During the 
Eighth Five-Year Plan we will need to invest nearly 30 
billion yuan. In the next 10 years we will have to invest 
25.6 billion yuan to increase production of phosphate 
fertilizer and to boost phosphate and sulphate compo- 
nents in fertilizer. This will require the state to offer the 
necessary support, and also encourage all sources of 
investment. 


B. Agricultural Chemicals 


In 1988 China produced 176,700 tons of agricultural 
chemicals (this quantity, here and below, is figured in 
standard 100 percent active ingredients). This included 
125,800 tons of insecticides (about 70 percent of the 
total), 28,600 tons of fungicides, and 21,500 tons of 
herbicides. The composition of agricultural chemical 
production has changed somewhat since 1970, when 85 
percent of our output was devoted to insecticides. 


China's agricultural chemicals industry cannot meet the 
needs of agricultural development. First, supplies do not 
meet demand. From 1952 to 1985 we imported 794,000 
tons of agricultural chemicals (actual materials), which 
cost 1.14 billion dollars in foreign exchange. Second, our 
product mix is not the best: we produce too much 
insecticide and not enough fungicide and herbicide. 
Third, we do not produce a wide variety of pesticides: 
Most of what we have are older types, and we produce a 
large tonnage of very few kinds of new pesticides. The 
level of coordination among the different preparations is 
also quite low. Fourth, we are seriously short of raw 
materials to produce agricultural chemicals. Fifth, the 
industrial techniques we use to produce agricultural 
chemicals are largely outdated, and the purity of the raw 
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materials involved is quite low, Sixth, there has been 
insufficient monetary investment in the agricultural 
chemicals industry, 


Between 1990 and 2000 the focus of development in the 
agricultural chemicals industry in China must be on 
herbicide production, In 1988 China used chemical 
herbicides on 240 million mu of land, but by the year 
2000 that area will grow to 900 million mu. 


If our total output of agricultural pesticides reaches 
230,000 tons by 1995, including | 10) tons of insec- 
ticides, 35,000 tons of fungicides, 4»,v00 tons of herbi- 
cides, and 2,000 tons of plant growth regulators, it will 
basically meet demand, with a slight surplus. We est- 
mate that to achieve what is planned for the Eighth 
Five-Year Plan we will need to invest | billion yuan, and 
we recommend that one-third of this come from the 
state. At the same time, we must organize service com- 
panies to work with the farm production materials 
sector, crop protection stations, and agricultural chemi- 
cals plants, so that by expanding services and breaching 
provincial and municipal boundaries, we can provide 
agricultural services focused on crop protection. 


C. Agricultural Plastic Film 


Large-scale use and production of agricultural plastic 
film in China has primarily developed over the past 10 
years. In 1979 only 6.6 million mu of cropland, or 0.3 
percent of the total sown area, was planted under crop 
cover, but by 1988 that area grew to 34.43 million mu, or 
1.6 percent of the total. Plastic mulch can boost output 
26 percent and cultivation under plastic sheds can boost 
yields 50-150 percent. 


In 1978 China produced 196,000 tons of agricultural 
film, 53,200 tons of which was used for mulch in 1982 
By 1988 we were producing 432,000 tons of agricultural 
film, and 142,800 tons of it was used for mulch. In terms 
of production capacity, we can meet the demand for 
agricultural film. Although plastic film for agricultural! 
use 1s cheaper than that produced for industrial use, we 
must import a large volume of resin each year, and the 
cost has increased. As a result, peasants cannot afford 
plastic film, and this has affected its extension. Current 
stocks of agricultural film have been manufactured using 
ordinary resin rather than with resin designed specifi- 
cally for that purpose. Thus, the film is single-purpose, 
weak, lacks durability, and can only be used for a short 
period of time, which is wasteful. 


Projections indicate that the mulched crop area may 
reach 130 million mu by 1995 and 150 million mu by 
2000. We are striving to achieve, by the year 2020, the 
use of agricultural film mulching techniques on the 320 
million mu now suitable for mulching and on the 150 
million mu suitable for cultivation under small, 
medium. and large plastic sheds. 


According to Ministry of Agriculture calculations, in 
1995 we will need 880,000 tons of agricultural film, 
including 350,000 tons for mulch; in 2000 we will need 
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1,23 million tons, including $30,000 tons for mulch, and 
in 2020 we will need 4.38 million tons, 


We will need 2.2 million tons of polyethylene in 1995, 
2.7 million tons in 2000, and 5 million tons in 2020. 
Production capability essentially can meet demand. 


D. Steps and Suggestions 


|, We must establish a base to produce special agricul- 
tural resin to spur industry to develop plastic film for 
agricultural use. 2. We must develop new techniques to 
develop special-purpose materials into agricultural film 
Every year we should set aside a certain quantity of the 
special-purpose resin used for agricultural film, and use 
it to demonstrate and popularize new agricultural films 
and techniques. Establishing a direct link between 
industry and agriculture will help us to improve agnicul- 
tural film application techniques. 3. We should set aside 
a certain portion of money from agricultural develop- 
ment funds to use as a fund to develop agricultural 
applications for plastic. 4. We should make prudent 
readjustments in policies that apply to the farm plastics 
industry and grant the “three preferential statuses” to 
enterprises that produce agricultural plastics: That 1s, 
they should have priority in carrying out technical trans- 
formation, solving capital construction investment and 
credit issues, and receiving production matenals and 
energy 


Il. Analysis of Food Production and Development of 
Irrigation and Drainage 


A. The Status of Development in Irrigation and 
Drainage Facilities, and Major Existing Problems 


China has 2,710 cubic meters of water resources per 
capita, or approximately one-fourth the world average. 
Relative to arable land area, we have |,770 cubic meters 
per mu, of approximately three-fourths the world 
average. Regionally, water resources are distributed 
unevenly, with 81 percent located in southern China, 
which has 55 percent of the population and 36 percent of 
the arable land. The four regions of northern China (not 
including the inland area) have only 14.4 percent of the 
water resources, whereas they contain 58 percent of the 
arable land and 43 percent of the population. Water 
availability varies substantially both within and between 
years, and droughts are frequent. The natural water 
quality is quite good, but pollution is growing rapidly. 
An appraisal of water quality in the 92,100 km of 
Chinese rivers reveals that only about one-third of the 
water 1s suitable for drinking, and |! percent is unsuit- 
able for irmgation. Pollution prevention and protection 
of water resources has become a critical issue. 


Since the PRC was founded, cropland irrigation has 
expanded rapidly. Effective irrigation area rose from 240 
million mu in 1949 to 728 millon mu in 1980. The 
irrigation drought-prevention standard has risen from | 5-20 
days to 50-70 days or more. Approximately 400 billion 
cubic meters of water are used in agriculture each year. As of 
1988 280 million mu, 80 percent of China's 350 million mu 
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of wetlands, had been drained. The contro! standard was 
reached once every three to five years on 110 million mu of 
land, and over five years on 170 million mu of land, Right 
now two-thirds of China's grain output is produced on 
irrigated land, as is 60 percent of our cash crops and 80 
percent of our vegetables. 


Right now the major problems still standing in the way 
of developing cropland irrigation facilities are: |. River 
floodwaters are still a serious threat to China's prime 
agricultural regions. Nationwide, 40 percent of our 
people and 35 percent of our cultivated land are situated 
below the flood level along the middle and lower reaches 
of _— rivers, and 60 percent of the industrial and 
agricultural output value is produced there. For various 
reasons the flood discharge capacity along many sections 
of river is gradually decreasing. 2. The area controlled 
with existing measures still amounts to less than half of 
the arable land area. Since the beginning of the 1980's 
many irrigation projects have shown declining results 
and a drop in irrigated area. From 1981 to 1988 we have 
had a net loss of 16.2 million mu of irrigated area, a fact 
which is not conducive to agricultural development. 3. 
The Beijing area and many other cities nationwide have 
serious water shortages that affect irmgation develop- 
ment and limit industrial and agricultural growth. In 
addition, 50 million people and 45 million head of 
livestock in agricultural and pastoral regions are waiting 
for a solution to drinking-water needs, and the task of 
supplying safe drinking water to rural areas is even more 
formidable. 4. Many irrigation projects are of poor 
quality, a great deal of equipment is aging and in need of 
repair, and results are gradually declining. By the end of 
this century, facilities and electromechanical equipment 
installed prior to 1980 will be at or near the end of their 
useful lives, and it will be both extremely urgent and 
difficult to replace or remodel them. 


B. Prospects for Expansion of Cropland Irrigation Facilities 


The maximum possible expansion of irmgated area By 
the end of this century, when faced with a moderately 
dry year China will be able to supply 560 billion cubic 
meters of water for irrigation. Taking everything into 
consideration, including future land and water resources, 
technology, and economic conditions, the maximum 
potential irrigated land area amounts to 960 million mu, 
or 60 percent of our total arable land area. We can add, 
at most, approximately 230 million mu to our current 
irmgated area (720 million mu according to Ministry of 
Water Resources data). The total irrigated area would 
then include $36 million mu in the region that encom- 
passes the Huang-Huai-Hai He River Region, the middle 
reaches of the Huang He, and the inland northwest, 342 
million mu in the region including the middle and lower 
reaches of the Chang Jiang, the Zhu Jiang and Min Jiang. 
and the southwest, and 82 million mu in the northeast. 


At the lower limit of calculations, the minimum essential 
expansion of irrigated area is whatever is necessary to 
guarantee basic agricultural goals. Several methods of 
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calculations are used: One is the economic extension 
method, in which calculations are based on the relation- 
ship between expansion in irrigation and growth in grain 
yields over several years. Another method is optimiza. 
tion through linear programming. Essentially these two 
methods produce consistent results. By combining them 
we can demonstrate that, at minimum, we need to 
irrigate 800 million mu. Within this 800 million mu, 
paddy land should increase to 132 million mu, field 
irrigation should be conducted on 259 million mu, and 
cash crop irrigation should be practiced on 132 million 
mu. We must achieve a net increase of at least 80 million 
mu over 1988, when there were 720 million mu of 
irrigated area, This should include a net increment of 38 
million mu in the region that encompasses the Huang- 
Huai-Hai He River Region, the middle reaches of the 
Huang He, and the inland northwest, 8.3 million mu in 
the northeast; and 27 million mu in the region that 
encompasses the middie and lower reaches of the Chang 
Jiang, the Zhu Jiang and Min Jiang, and the southwest. 


C. Calculations on Construction Project Scale and 
Inputs 


1. We estimate that between 1991 and 2000, 30 nm. llion 
mu of irrigated land will be taken over to build irrigation 
projects. Consequently we must add this quantity to the 
net increment in irrigated land that will result from those 
projects, to arrive at a total of 105 million mu. 2 
Cropland drainage projects are expected to bring 30 
million mu of land under control between 1991 and 
2000, raising the total amount to 320 million mu, 9! 
percent of our total wetland area, and bringing the 
control standard up to once every five years on 300 
million mu of land. 3. As for saline, alkaline, and 
flood-damaged, low-yield cropland, between 199! and 
2000 we plan to transform 15 million mu of saline- 
alkaline land, raising the amount so treated to 89.15 
million mu, or 83 percent of the total extant. We also 
estimate that 40 million mu of flood-damaged, low-yield 
land can be transformed, raising the total amount so 
treated to 146 million mu, or 90 percent of the total 
extant. 4. In pastoral regions we will expand water 
supplies by 5 million mu between 1991 and 2000, 
extending the total water-supplied pastoral area to 13.8 
million mu. 5. We can essentially solve rural drinking 
water problems for approximately 50 million people and 
40 million livestock. 


Projected Investment: We will need a total investment of 
71.1 billion yuan for irrigation and drainage projects 
between 1981 and 2000 [dates as published]. Of which: 
New construction of irrigation and drainage facilities 
will require 35.3 billion yuan in investment, including 
28.3 billion yuan for irrigation projects, 6 billion yuan 
for cropland drainage projects, and | billion yuan for 
water conservancy projects in pastoral regions. 2. 
Remodelling and reconstruction projects will require 
total investment of 36 billion yuan 


D. Development Policies, Measures and Proposals 
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|. First consolidate gains from existing water conser: 
vancy construction, To solve problems with damaged 
equipment, aging facilities, and declining results, we 
need to take legal, administrative, and economic steps to 
enhance management, ensure that water conservancy 
units gradually become self-sustaining and develop an 
active, vital mechanism; and completely reverse the 
current fact that new gains each year are failing to 
compensate for declining results elsewhere. 2. We need 
to improve our field flood control and drainage capacity 
to eliminate hidden dangers. We must continue to 
strengthen river flood control measures, including 
making active repairs on many defective and dangerous 
reservoirs—of all sizes—and augmenting construction 
on flood detention basins. 3. In newly reclaimed areas we 
must enhance coordination among water conservancy 
installations. For example, drainage is needed on the 
Sanjiang Plain, whereas we need to find supplies of fresh 
water for reclaimed coastal lands, and sources of irriga- 
tion in most other areas, 4. We need to promote water 
conserva'ion and actively regulate supplementary water 
resources. A difficult task faces us in future irrigation 
development, and we must build facilities for water 
storage and conveyance and make active arrangements 
to extend conveyance systems into irrigated areas. §. Our 
focus must be on enhancing technological upgrading in 
existing irrigation districts, and we must make the best 
use of any potential for boosting yields with existing 
facilities. 6. We need to expand sources of funding and 
establish a fund for overhauling, remodelling, and 
upgrading water conservancy projects. 


III. Agricultural Mechanization for Food Production 


4 Current Status, Problems of Mechanized Agricultural 
Production 


In the past 10 years farm mechanization has expanded at 
a surprising rate, and we have made conceptual break- 
throughs: First, peasants now own 68.8 percent of all 
large and medium-sized tractors, 93.6 percent of all 
small tractors, and 66 percent of all farm vehicles 
Second, advances in farm mechanization are no longer 
restricted to cultivation alone, mechanization has also 
grown rapidly in rural livestock, sidelines, fishery, and 
processing industries. Third, peasants and farm 
machinery enterprises are relatively independent com- 
modity producers that together face choices in the com- 
modities market, production and marketing. Fourth, we 
have established a guiding policy based on experience, 
suited to local conditions, directed at specific categories. 
and that achieves farm mechanization through choice, 
Stage by stage 


Problems in the farm machinery industry and energy 
supplies are: |. Farm machinery products have a low list 
price: When the same products are used in consumer 
appliances or automobiles, the sales price may increase 
50 to 100 percent. This means low profits for farm 
machinery enterprises. 2. There are still significant prob- 
lems with accessories for farm implements, and product 
quality remains low 
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In the past 10 years agricultural machine power has 
grown rapidly, but petroleum supplies have grown slowly 
On average, the number of working hours available per 
diese! engine fell from 400 hours per year in 1978 to 172 
hours per year in 1988, a 75 percent decline in the annual 
utilization ratio, The number of working hours available 
for electric motors fell from 467 hours per year in 1981 
to 390 hours per year in 1988, a decline of 16,5 percent. 
Consequently, although overall agricultural machine 
power has expanded enormously, we have been unable to 
increase Our actual work capacity. We should gradually 
eliminate antiquated diesel engines and electric motors 
and exercise macroeconomic control over their further 
development. 


B. Development Projections and Plan Analysis 


When considering development options we must con- 
sider regional differences and focus on conducting a 
quantitative analysis of future trends in farm production 
mechanization. 


The forecast for growth in farm machine power is as 
follows: Using a general quantitative forecasting model, 
we have produced several sets of possible results for 
future growth in farm machine power. The low, mid- 
level, and high estimates for development, respectively, 
are as follows: Total farm machine power nationwide 
may reach 320 million kW, 334 million kW, or 340 
million kW, by 1990, and nse to 362 million kW, 392 
million kW, or 407 million kW by the year 2000. 


Through comprehensive analysis, there are three possi- 
bilities for future expansion in farm machine power and 
its effects on food production, primarily cultivation: 
First, according to general quantitative-model fore- 
casting, by the end of this century total farm machine 
power may reach 380 to 420 million kW, which would 
reflect an average increase of 10 million to 50 million 
kW per year until then. In this scenario problems may 
include a surplus of machine power, an irrational mix of 
machinery, and a continuing decline in results. In the 
second scenario, we would control indiscriminate growth 
in total machine power and concentrate our efforts on 
replacing old, outdated equipment, thus increasing the 
farm machine power utilization ratio. The optimum 
outcome would be that between 1990 and 2000 the 
number of tractors actually needed for cultivation would 
fall to below the number we had on hand in 1987. Total 
farm machine power would be kept to a suitable level of 
210-230 kW. This would mean that diesel engine power 
would drop from its 1988 level of 164 million kW to less 
than 100 million kW. This situation, however, would be 
difficult to bring about. The third scenario is one which 
falls somewhere between the above two extremes. That 
is, growth in farm machine power would be curtailed 
somewhat, but we could replace a considerable quantity 
of outdated equipment. Total agricultural motive power 
could be maintained at about 350 million kW. This is the 
most feasible and practical plan 
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IV. Energy Consumption and Needs in the Food Supply 
System 


From 1985-1986 Chinr | © od supply system consumed 
commercial energy so ce , coal, petroleum, and elec- 
tricity equal to about nillion tons of standard coal 
equivalents. This acc ‘© d for 31 percent of the total 
820 million tons of idard coal energy consumed 
nationwide, making it our largest energy-consuming 
system. In the United States, England, and other devel- 
oped nations, the food supply systems accounts for less 
than one-sixth of total commercial energy consumption. 
In 1986 people orally consumed an average of 235.5 kg 
of standard fuel equivalents per capita. Because the food 
supply system also consumed a large quantity of noncon- 
ventional fuels, equivalent to about 450 million tons of 
standard coal, total fuel consumption in China's food 
supply system reached 700 million tons of standard fuel. 
Consequently, it cost us 4.4 calories of various kinds of 
energy to produce one calorie of food energy. 


Forecasts for future energy requirements in the food 
supply system are: In 1995 China will have |.2 billion 
people consuming 280 million tons of standard coal, in 
2000 there will be 1.28 billion people consuming 300 
million tons of standard coal; in 2020 there will be 1.45 
billion people consuming 350 million tons of standard 
coal. But if we calculate our own food system's commer- 
cial energy consumption based on that of Europe and the 
United States during the 1970's, China could be pre- 
dicted to consume 1|.75-2.10 billion tons of standard coal 
per year, we cannot support that level of consumption. 


Considering the continued population growth and rising 
qualitative and quantitative demands on the food 
system, energy requirements will inevitably increase 
substantially. However, it is suitable for the food sys- 
tem's energy consumption ratio to remain at the current 
level of 30 percent of total energy consumption. 


Using Markets To Develop Comparative 
Advantage in Agriculture 

YICEU329A Beying NONGYE JINGJI WENT! 
/PROBLEMS OF AGRICULTURAL ECONOMY] 
in Chinese No 1, 23 Jan 91 pp 24-27 


[Article by Cai Fang (5591 2499), Institute for Rural 
Development, Chinese Academy of Social Sciences: 
“Uthzing Comparative Advantage in Agriculture and 
Developing Market Mechanisms] 


[Excerpt] The overall goal of China’s economic struc- 
tural reform 1s to establish a planned commodity 
economy. Strictly within a framework of planned regu- 
lation, market reform is faced with two arduous tasks: 
developing an effective, comprehensive market system 
for products and capital goods; and achieving break- 
throughs first in some institutions. These tasks are 
interdependent and indispensable. Without the neces- 
sary institutional breakthroughs, the market cannot 
develop. But reform of a handful of systems is no 
substitute for the maturing of the market. Reform of the 
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circulation system of farm products has run into resis- 
tance from the traditional pattern of interests, not simply 
the vested interests of certain strata, but 1s the result of 
the operations of the economy under the traditional 
system. If we rush headlong into reforming the patiern of 
interests without first changing the operations, we will 
inevitably run into substantial resistance, leading to 
social instability. Chinese agriculture is at a stage where 
its comparative advantage is shifting rapidly and mark- 
edly. A comparative advantage strategy will solve the 
grain supply problem in the 1990's, and remove obsta- 
cles to developing the market. This strategy, therefore, 
may well be regarded as the catalyst in reform aimed at 
stimulating the market. 


1. The Comparative Advantage of Chinese Agriculture 


A leading sign that an economy is growing and coming of 
age structurally is that the share of agriculture declines 
and that of industry and services rises. There are two 
reasons why the share of agriculture declines, both the 
outcome of the operation of an economic law. The first 
law is the law of the declining Engels coefficient. As the 
economy expands and per capita income goes up, food 
consumption accounts for a declining share of a house- 
hold's expenses. This change in the demand structure 
gives agricultural products a rather limited income 
demand elasticity. The second law is that of declining 
agricultural comparative advantage. As the economy 
develops, renewable capital goods such as capital accu- 
mulate and become comparatively plentiful. In contrast, 
capital goods like land and labor gradually become 
scarce. As a result, the prices of land, capital, and labor 
relative to one another begin to change. Capital is no 
longer as costly as before while land becomes progres- 
sively more expensive and the costs of labor also exhibit 
an upward trend. Thus the comparative advantage of the 
agricultural sector, which is relatively land- and labor- 
intensive, shrinks compared to other nonagricultural 
sectors, which are more capital-intensive. Normally the 
faster a nation’s economy grows, the scarcer its land and 
other agricultural resources, and the sooner and faster its 
agricultural comparative advantage declines. 


As new China embarked on economic construction, the 
comparative advantage of agriculture began to decline. 
However, since the Chinese economy grew only slowly in 
the pre-reform period and part'cularly because the rela- 
tive scarcity of all capital goods has been distorted under 
the traditional system, the comparative advantage of 
agriculture has been declining slowly and without any 
noticeable effects. After 1978, agriculture, industry, and 
national income grew at an unprecedented rate. Reform 
has corrected some distortions of the prices of capital 
goods. Therefore, the decline of the comparative advan- 
tage of agriculture has attracted much attention. 
Between the late 1970's and 1987, the comparative 
advantage index of Chinese agriculture fell almost one- 
third. Concomitant with this process, the comparative 
advantage of the textile and apparel industries, which are 
labor-intensive, climbed rapidly. Between the 1970's and 
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1987, their comparative advantage index rose 41.3 per- 
cent. As for those industries that are less labor-intensive, 
their comparative advantage has not changed much 
Within agriculture itself, the comparative advantage 
between different crops has also been shifting because 
each crop requires a different combination of capital 
goods. Let us divide China's crops into two broad 
categories: grain and cash crops. The two categories 
require labor and land inputs in disparate proportions. 
For instance, in 1987 the output per working day for 
China's three leading grains was 16.94 per mu, while the 
figure was 39.11 for cotton, 37.85 for ambari hemp, 
86.46 for ramie, and 48.44 for flue-cured tobacco. We 
can thus see that relative to cash crops, grain cultivation 
is more land-intensive but less labor-intensive. But iron- 
ically the pattern of China's agricultural resources pre- 
sents just the opposite picture: scarce arable land, ample 
labor resources. China's per capita arable land is less 
than one-third of the world’s average. Grain production, 
therefore, is the relatively disadvantaged sector of 
China's agriculture, which itself has reiatively little com- 
parative advantage. We can figure out the comparative 
advantage of grain production within agriculture by 
comparing the share of China's food exports made up of 
grain with the world’s average. As Table | shows, since 
1980 the comparative advantage of grain was less than 
one in most years, rising in 1985 before falling back 
again for each subsequent year 





Table 1 China's Comparative Advantage Coefficient in 
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Year | Comparative Advantage Coefficient in Grain 

4 0 ep ae — 
198) | 0.48 

4 — —— — 
1982 0.29 
1983 +) : 
1984 | — 600 
1985 1.19 
1986 J —— 
1987 | —— — — 

| —— 
1988 J 0.$4 a 





Source: FAO Trade Yearbook, Chinese Statistical Yearbook 





Il. A Strategy to Exploit Comparative Advantage 


China’s economic reform consists of two parts: eco- 
nomic structural reform, and adoption of a new devel- 
opment strategy. The two are closely related and condi- 
tion each other. As noted above, the overall goal of 
reform is to establish a planned commodity economy. To 
achieve this goal, the traditional planned economic 
system must be replaced by a mix of planning and 
market. As for the development strategy, the old strategy 
of making heavy industry a priority should be replaced 
by one that taps comparative advantage. The goal of the 
latter strategy is to upgrade the industrial structure and 
coordinate industrial development. The required corre- 
sponding macroeconomic policy environment must be 
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one where the prices of both capital goods and products 
reflect their respective scarcity, The two strategies pro- 
duce drastically different consequences. In China, tor 
instance, the textile and apparel industnes have compar- 
ative advantage while other manufacturing industries do 
not, However, the textile and apparel industries do not 
meet the requirements of the strategy that emphasizes 
heavy industry as a priority and have therefore been 
neglected under the traditional strategy while heavy 
industry, which has no comparative advantage, has been 
favored, This has led to a lopsided industrial structure 
There 1s limited ability to absorb manpower. The process 
of reducing the share of agricultural manpower is 
delayed. In contrast, the strategy of exploiting compara- 
tive advantage seeks to bring out China's strength of 
ample labor resources but lack of funds through the 
comparative prices of capital goods to encourage the 
development of labor-intensive industries. It will make 
the industrial structure even more compatible with the 
national condition, further harmonize the relationship 
between industries, and speed up the upgrading of the 
industrial structure 


The core of change in economic development strategy) 
therefore, is the need to overhaul a series of low-interest 
rate, low-exchange rate, low-wage, and low-price policies 
existing now that distort price signals, let the market set 
prices, and let prices determine the supply and demand 
of capital goods and products. Only after price distor- 
tions are corrected will technical and institutional inno- 
vations meet our need and only then will resource 
allocation be logical. After adopting a strategy of com- 
parative advantage, we should pay close attention to 
China's rapidly declining agricultural comparative 
advantage and the fact that grain production has no 
comparative advantage vis-a-vis cash crop cultivation 
And should figure prominently in our industnal policy 
In particular, whether or not agricultural development 
policy, a key component of industrial policy, complies 
with the principle of comparative advantage determines 
the nature and direction of change of the agricultural 
economic system. If we try to maintain self-sufficiency in 
agriculture and grain in the absence of comparative 
advantage, we incur losses, a loss that could have been 
avoided through regional specialization. In other words. 
when we reject regional or international specialization, 
the prices of agricultural products include in part the 
material losses. There are usually three ways to cover this 
extra loss or cost. 


The first solution is to control production and circula- 
tion and have the producer bear the loss. This method ts 
not effected through the relative prices of agricultural! 
products. Instead it is achieved through command plan- 
ning and strict restrictions on the transfer of agricultural! 
capital goods, thereby drastically lowering the opportu- 
nity costs of capital goods invested in agricultural and 
grain production and giving the peasants no choice other 
than to plant. This is actually a form of taxation. In the 
past China adopted a tax policy that sought to keep the 
price scissors and establish a corresponding set of insti- 
tutions. First, cut off the circulation channels of capital 
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s and separate the city from the countryside. 

nd, strictly limit and control the use of capital goods 
with the establishment of the people's commune system. 
Third. enforce command cultivation planning and intro: 
duce a system of state monopoly on purchase and 
marketing characterized by a specified procurement 
amount This mechanim imposed an extra levy on 
agriculture ( over-taxing” agriculture), and passed onto 
peasants the net material loss created by the absence of 
comparative advantage 


The second solution is protectionism achieved in one of 
two ways: One, raise the procurement prices of agricul- 
tural products and grain, with the treasury absorbing 
these extra costs, and, two, deregulate the prices of 
agricultural products and grain on a closed market and 
make the consumer bear this loss. The former approach 
seeks 10 maintain a comparative price structure that 
makes agricultural and grain production profitable 
through a subsidy policy. This approach runs the risk of 
price ratios going up and down, and the national treasury 
cannot bear the burden. Reforming the circulation 
system of agricultural products and price formation 
mechanisms is necessary for the creation of a planned 
commodity economy and is also an inevitable develop- 
ment But there are three points we must consider here. 
First, sharing the material loss resulting from the lack of 
comparative advantage in agricultural and grain produc- 
tion, in a closed economy, as the incomes of urban 
residents increase, it 18 certainly reasonable to pass onto 
the urban consumer the costs of agricultural and grain 
expansion But reform in China 1s also accompanied by 
a drive to open up to the outside world, As the economy 
develops, it will necessarily become more export- 
onented. In an open economy, it 1s unreasonable to ask 
consumers to bear the bulk of losses, resulting from the 
sacrifice of comparative advantare by the producer 
Second, actually the maternal loss created by the lack of 
comparative advantage in grain production has become 
a hefty expense in the reform of the grain circulation 
system and price formation mechanisms. The expecta- 
tion that the consumer has to bear this expense is an 
obstacle to reform. Overcoming this obstacle regardless 
of the problems carnes with it the risk of stirring up 
social instability Third, the presence of rmsk has height- 
ened political resistance to more thoroughgoing market- 
onented reform To reform against this background 1s 
necessanly to compromise. In other words, the final 
outcome may be a mix of control, subsidy, and marketi- 
zation, with the net material loss resulting from self- 
sufficiency im agriculture and food being shared by 
peasants. government, and consumers, giving rise to 
multiple problems. For instance, to protect agricultural 
and food production inevitably involves border protec- 
tion. As the Chinese economy becomes more and more 
export-oriented, border protection must give rise to 
trade friction. A dual system combining contro! with the 
market will lead to high levels of rents. Rent-secking 
behavior will appear, leading to well-entrenched interest 
groups. which will become an obstacle to continuing 
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reform. The peasant still cannot become a full com. 
modity producer, Agricultural resources will not be 
optimally distribuicd and agneculture as a whole will be 
neither eflicient nus independent. 


The third approach is to » dupt a comparative advantage 
industrial policy, The loss resulting from the absence of 
comparative advantage in agricultural and grain produc- 
tion may be made good through international and 
regional trade [passage omitted] 


Given the fact that Chinese agriculture lacks compara- 
tive advantage, we cannot ultimately solve the agricul- 
tural problem without considering international trade. 
However, the future of agriculture in the final analysis 
does not lie in natural resources, but in raising the level 
of inputs and improving technology and quality of 
people. Macroeconomically China should concentrate 
on establishing an efficient independent agricultural 
economy. Because of these two considerations and to 
solve China's food problem in the 1990's and accelerate 
the optimization of the Chinese economic structure and 
promote reform of the circulation system of farm prod- 
ucts, it seems that it 1s both proper and necessary for us 
to increase grain imports as appropriate and expand 
cash-crop exports. 


111. Leaving the Dual-Track Circulation System for 
Farm Products 


To date reforms to make the circulation system of farm 
products more market-oriented have made important 
progress. But such reforms have come about amid state 
procurement of grain and monopolized trading in 
cotton. They have led to a dualism in the circulation 
system for farm products, which has seriously impeded 
the continuing development of agriculture. For instance, 
dualism has depressed the relative prices and hence 
profits of grain and cotton. If we list farm products by 
the duration and extent to which they have been dereg- 
ulated as far as prices are concerned, we can see that the 
earlier and the more extensively a crop was deregulated, 
the more enthusiastic its growers, the narrower the 
supply-demand gap, and the more satisfied the con- 
sumer. It can be seen that the effort to get out of the dual 
track circulation system is market-oriented but remains 
within the broad framework of the national macroeco- 
nomic regulation and industnal policy. But continuing 
reform of the agricultural circulation system 1s certainly 
difficult. First, we have no knowledge of the basic design 
of the new system. Second, reform of the circulation 
system and price formation mechanisms involves many 
interests and 1s closely related to the urban cconomy 
Hence it 1s highly risky and difficult. Starting from these 
two basic points, continuing reform of the agricultural 
circulation system must proceed steadily step by step 
Institutional breakthroughs must be combined with 
institutional construction so that difficulties and risks 
are spread out in practice. The thrust of reform of the 
circulation system of farm products in the long. and 
medium-term should be the reform of the grain procure- 
ment and marketing system and the price formation 
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mechanisms, Reform of the grain circulation system 
should be tackled as three separate parts: first, establish 
a support system for reform of the circulation system of 
farm products, second, establish a model project or 
experimental system for such reform, and third, plan and 
implement a policy system for such reform. 


Liaoning 1989 Rural Survey 


VIC EO448A Shenyang NONGYE JINGH 
/AGRICULTURAL ECONOMY] in Chinese 
No 1, 13 Feb 91 pp 22-24, 6 


[Article by Wang Daduo (3769 1129 6995) of the Lia- 
oning People's Government Rural Development 
Research Center: “Both Achievements and Problems, 
Both Growth and Difficulties—A Look at Liaoning's 
Present Economic Situation Through Survey Data from 
Rural Fixed Observation Points’) 


[Text] To understand in a timely manner the actual 
situation and range of growth with respect to rural 
basic-level reform and construction and to seek the 
objective requirements and solutions needed to solve 
difficulties and problems now being faced, we carned 
out, over a three-year period, a rural socio-economic 
survey. We completed dynamic observations and follow- 
up surveys once a year in villages designated for long- 
term fixed observation and associated with the |2 
national rural surveys, at locations in different model 
economic regions of Liaoning. We obtained 385,313 
items of survey data and a large amount of dynamic 
information from 12 villages, 1.200 peasant households. 
74 village- or group-operated enterprises, and one eco- 
nomically integrated organization. We hope, through 
preliminary analysis of this data, to provide a certain 
foundation for and suggestions to departments respon- 
sible for rural work and to leading comrades directing 
rural economic work 


Enhanced Status of Household | 
Improvement in Peasant Standard of 


1. Since the advent of rural reform. the rural economy 
has undergone immense change. The main reason 1s that 
the contract system of responsibility linked to produc- 
tion with its emphasis on household management has 
reassured the broad peasant masses and aroused their 
enthusiasm for socialism. However, owing to a vanety of 
factors, agricultural production has again suffered from 
fluctuations in recent years. Confronted with this situa- 
tion, some people have raised doubts about the contract 
system of responsibility linked to production which the 
peasants have accepted so well. They have even wavered 
in recognizing the fundamental position of peasant 
houschold management as part of the rural two-tier 
management system. The survey makes clear that these 
doubts and waverings are not correct and that they do 
not conform to objective reality of rural economic 
growth. The facts show that we cannot allow the house- 
hold management tier to be neglected or weakened. It 1s 
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of extreme importance that we, first, must persist in it 
and, second, must perfect it step by step 


2. Income from household management accounts for a 
large portion of the rural economy's total income. Crop 
cultivation and livestock now accounts for a large por- 
tion of income from household management Statistics 
show that, during 1989, total income for the various 
forms of production management in the |2 villages 
surveyed was 88.07 million yuan. Of this amount, 
peasant household management income came to 29.18 
million yuan and accounted for 43.) percent of the rural 
economy's total income. The income for partnership or 
individually contracted village- or group-run enterprise 
operations was 27.53 million yuan, accounting for 3) 2 
percent of the rural economy's total income. The latter 
(household and independent management of production 
and contract management of production) repeatedly 
increased, accounting for 64.3 percent of the rural econ. 
omy's total income. Looking at the annual household 
income for the 1,200 peasant households surveyed, we 
see that this characteristic is especially obvious The 
total annual income in 1989 for the 1.200 peasant 
households surveyed was 9.04 million yuan. Of this 
amount, income for household management came to 
6.78 million yuan and accounted for 75 percent of total 
income. Income from individual or partnership con- 
tracted management and from external labor services 
came to 452,000 yuan and accounted for five percent of 
total income. The latter repeatedly increased, accounting 
for 80 percent of the total annual income for households 


3. Even though economic growth in villages tended to be 
slow in 1989, the actual standard of living of the peasants 
still saw a certain improvement. This was due to a 
considerable internal vitality that the peasant household 
management possessed. Of the 9.04 million yuan in total 
annual income earned by the |.200 peasant households 
surveyed, a total of 8.13 millon yuan went for expendi- 
tures. Income was somewhat greater than expenditures 
Per capita net income was | ,.036 yuan. Compared to the 
1988 income of 962 yuan, this was an increase of 37.7 
percent. However, if inflation is factored in. actual per 
capita net income declined 13.9 percent 


4. Characteristics of peasant income (A) Growth in total 
income and net income are not in step. In 1989, total 
annual income for the 1.200 peasant houscholds 
increased 699,700 yuan compared with 1988, a rise of 
eight percent. However, total net income for households 
increased 304,000 yuan compared with 1988. a rise of 
6.2 percent. The reasons for this were, first, an increase 
in expenses for houschold management. In 1989. their 
total expenses increased 226,000 yuan compared to 
1988, a rise of 8.2 percent. Second, it was a reflection of 
the fact that income from household management had 
become the main source of increases in income for 
peasant households. We can see from this that, if we are 
to sustain the momentum of increases in peasant 
income, we will have to ease the pressure on the peasants 
with respect to the illogical price relationship between 
agricultural sideline products and capital goods used in 
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agriculture, On the other hand, we also will have to give 
a high degree of attention to guidance and support for 
peasant household ment, (B) Cash income has 
obviously increased, In 1989, cash income for the |,200 
peasant households amounted to 7,77 million yuan 
(1,543.7 yuan per capita), an increase of 7.6 percent 
compared to the 7.22 million yuan (1,415.1 yuan per 
capita) for 1988. Of this amount, cash income from the 
sale of agricultural sideline products increased $16,000 
yuan in 1989 compared to 1988, a rise of 23.7 percent 
and a per capita increase in income of 102.5 yuan. This 
shows that, al present, the pace of transition in the 
countryside from a self-sufficient or substantially self- 
sufficient economy to a commodity economy is picking 
up more and more speed. (C) Income obtained from 
collective unified management and income obtained 
directly from individual or partnership contracted man- 
agement has declined per capita. The former has 
dropped 407,000 yuan, a decline of 21.8 percent. The 
latter has dropped 37,000 yuan, a decline of 15.5 per- 
cent. These figures prove that household management 
has now become a fixed state of affairs and, at the same 
time, reveal the harsh reality of the slump in which 
village-level collective unified management and village- 
of group-operated enterprises now find themselves. (D) 
Increases in crop cultivation and nonagricultural 
industry have become the two principle sources of 
increased income in peasant household management. In 
1989, income from crop cultivation was 3.354 million 
yuan, an increase of 637,000 yuan compared with 1988 
and a rise of 23.5 percent. Income from nonagricultural 
industry was |.958 million yuan, an increase of 239,800 
yuan compared with 1988 and a rise of 14 percent. The 
data show that, at present, the vast majority of peasant 
households still mainly rely on the land to earn their 
keep. Crop cultivation provides them with their main 
source of income, and development of nonagricultural 
industry is in the process of opening up avenues of 
prosperity to them. (E) The number of high-income 
households is msing, and the number of low-income 
households declining. Of the 1,200 peasant households 
surveyed, 501 had per capita net incomes above | 000 
yuan (an increase of 108 compared to 1988), accounting 
for 41.8 percent of the total number of households 
surveyed. 95 poor peasant households had per capita net 
income of below 300 yuan (a decline of 188 compared to 
1988), and they accounted for only 7.9 percent of the 
total number of households surveyed. 


5. Characteristics of peasant expenditures: (A) Living 
expenses are increasing. Cash outlays used in the pur- 
chase of consumer goods have risen. In our survey of the 
annual expenditures of the 1,200 peasant households, we 
found that outlays for consumer goods in 1989 came to 
3.756 million yuan, a 13.3 percent increase compared to 
1988. (B) The mix of the main edibles consumed during 
the year underwent a change. (Except for a slight decline 
in the amount of grain and edible oi! consumed, the 
amount of meat, eggs, vegetables, milk, fruit, sugar. 
poultry. fish, and shrimp consumed increased somewhat 
compared to 1988.) This shows that variety in the 
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peasant diet improved somewhat along with the increase 
in their income. Their diet is now changing from one that 
is simply filling to one that is nutritious. (C) The volume 
of principle durable goods —* at the end of the 
year increased somewhat. (D) Savings account balances 
increased from 1,848,000 yuan at the end of 1988 to 
2,085,000 yuan at the end of 1989, a rise of 12.8 percent, 
and cash on hand increased from 1,941,000 yuan at the 
end of 1988 to 2,408,000 yuan at the end of 1989, a rise 
of 24.1 percent 


Are ing Increasingly Prominent 


|. The experience of the past 10 years with rural reform 
has proven that breaking the shackles of the old system 
of “ownership at three levels, with the production team 
as basic” greatly liberated agricultural productive forces, 
and up to now, China's agricultural economy has been 
shifting its main focus from meeting the needs for food 
and shelter to meeting the goals for a comfortable 
standard of living. This, in effect, changed the slow 
economic growth in the countryside that existed prior to 
the 4d Plenary Session of the 11th CPC Central Com- 
mittee and changed the old pattern of universally low 
peasant incomes with little disparity between them. It 
enabled many peasant households, under the guidance of 
party policies for enriching people, to quickly attain “a 
comfortable standard of living’ and step into the ranks 
of the first to become prosperous. There also occurred at 
Liaoning’s |2 villages designated as fixed observation 
points a tendency for the incomes of some peasant 
households to increase a great deal more than those of 
the average peasant household and for the gap between 
incomes to constantly widen. At the present stage, this 
tendency for a portion of people to become wealthy first 
and to give impetus to the majority of people to take the 
path toward common prosperity has become a historic 
inevitability. However, it should be observed that this 
does, after all, embody a rather complex social phenom- 
enon. Therefore. party committees, government, and 
policy study departments should closely attend to this 
and, on the basis of their investigations and studies, 
formulate policies and measures that are practical and 
feasible, speed up the pace at which the peasants of the 
poor regions are becoming prosperous, and narrow the 
large gap between nich and poor of the different eco- 
nomic regions. This will enable the broad peasant masses 
to realize the ideal goal of a common prosperity as soon 
as possible and give full expression to the supenority of 
the socialist system 


2. Staustical data from 1,200 peasant households sur- 
veyed, show that, in 1989, the number of especially poor 
households with per capita net incomes of 200 yuan or 
less yuan declined from 16.9 percent of the total to 3.7 
percent, a reduction of 13.2 percentage points. The 
number of poor households with per capita net incomes 
from 20! to 300 yuan declined from 6.7 percent of the 
total to 4.3 percent, a reduction of 2.4 percentage points. 
Prosperous households with per capita net incomes of 








on ECONOMIC 


701 to 1,000 yuan and high-income households with 
incomes over |,000 yuan had large i creases, They went 
from 48.8 percent to 59.2 percent, an increase of 10,4 
percentage points. This shows that, at the same time that 
low-income households were declining and high-income 
households were increasing, the income gap between 
peasant households was still quite wide and the ine- 
quality between rich and poor quite prominent. For this 
reason, local government should provide preferential 
policies to help sustain the 95 peasant households 
(accounting for eight percent of the total) that are still 
living below the poverty line to enable them to extricate 
themselves as soon as possible from their impoverished 
plight through hard labor and arduous work. 


3. There are many reasons for the wide disparity in 
peasant inco: ie. However, judging from the survey of | 2 
villages designated as fixed observation points, differ- 
ences in the socio-economic environment constitute the 
principle influence on household income. Of course, the 
peasants’ own awareness of the commodity economy 
and the quality of their scientific knowledge and their 
cultural level are also important factors. For example, 
prosperous and high-income households are mainly con- 
centrated in economically developed — in large 
cities, towns, and suburbs, and in coastal fishing villages. 
Poor and low-income households are mainly concen- 
trated in poor mountain regions with harsh natural 
environments and in minority nationality regions. We 
can predict that, because of these poor mountain regions, 
harsh natural environments, deficient natural resources, 
inaccessibility, people's poor concept of the commodity 
economy, and a work force with a low-level of scientific 
knowledge and a low cultural level, it will be very 
difficult, in a short period of time, to do away with their 
poverty and backwardness, to achieve prosperity, and to 
increase their economic income. In view of this situa- 
tion, in addition to doing a better job of further imple- 
menting party policies to assist the poor, we should 
actively support and encourage peasants of economically 
developed regions to invest their funds and skills, use the 
abundant labor force and resources of the poor regions, 
and strengthen honzontal economic ties and coopera- 
tion, thereby enabling the poor regions to throw off 
poverty and attain prosperity as quickly as possible and 
gradually lessening the prominence of the contradiction 
with respect to regional inequalities between mch and 


poor 


Slowdown of Economic Growth in Me and 

Difficulties Faced by Village- or Group-Run Enterprises 
1. The growth of township and town enterprises now 
occupies an important position in China's political, 
economic, and social life and is playing an ever greater 
role in building and developing our country’s economy 
Pertinent statistical data show that the total output value 
of township and town enterprises in 1989 was equal to 
the total social output ‘alue of the entire country in 
1979, that the fixed assets they possessed and their 
circulating funds increased | | -fold compared to 10 years 
before, and that the profits tax they turned over to the 
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state increased | }-fold. Village- or group-run enterprises 
are a major component of township and town enter: 
prises, as well as a important mainstay in developing 
village economies. In the course of constantly strength. 
ening rural reform, they are playing an ever more 
obvious and important role in strengthening village 
collective economies and in laying an economic founda- 
tion for perfecting the socialized services system. Expe- 
rience has proven that the reason the four villages of 
Houshi, Hunhebao, Xingja, and Tuchengzi, which are 
among Liaoning's |2 fixed observation points, are rela- 
tively prosperous is closely tied to the strength of thei 
collective economic foundation and to their many vil- 
lage- or group-run enterprises. These four villages have 
66 of the 74 currently existing village. or group-run 
enterprises, 89.2 percent of the total, Along with con- 
stant improvement and perfection of the two-tier system 
of production management and improved standards in 
management by peasant households, the countryside’s 
surplus labor force is bound to increase more and more 
Village- or group-run enterprises can offer job opportu- 
nities to these people, provide a refuge to a changing 
agricultural labor force, and play a positive role in 
stabilizing rural society. The social benefits and far- 
reaching significance of village- or group-run enterprises 
cannot be underestimated. However, after a year of 
dynamic observations, we found that the present village- 
or group-run enterprises are in decline, a situation that 
should arouse the concern of various quarters 


2. There is a tendency for village- or group-run enter- 
prises to decline. In 1989, the total number of village- or 
group-run enterprises decreased by three compared to 
1988, a decline of four percent. In 1989, 2.928 persons 
were employed in the enterprises, a reduction of 430 
compared to 1988 and a | 2.8 percent rate of decline The 
number of persons coming from outside the villages was 
765, a reduction of 324 compared to 1988 and a 29.8 
percent rate of decline 


3. Labor input has decreased, operations are under 
capacity, and operational expenses have increased. In 
1989, the total amount of labor input was 902,000 work 
days, 142,000 fewer than in 1988 and a decline of 13.6 
percent. The amount of labor input from recruited 
workers came to 263,000 work days, 40,000 fewer than 
in 1988 and a decline of 13.3 percent. Total operating 
expenses in 1989 was 43.08 million yuan, an increase of 
4.887 million yuan compared to 1988 and a 12.8 percent 
rate of increase. Total wages increased 2.2 percent, 
payments for recruiting workers rose 17.5 perce vt, 
interest payments rose 224 percent, and fixed assets 
depreciation rose 138 percent 


4. Income during the year decreased, and economic 
efficiency declined. In 1989, cash income came to 20.45 
million yuan, a decrease of 11.21 million yuan compared 
to 1988 and a decline of 35.2 percent. Operational cash 
income decreased 12.3) million yuan, a decline of 48.8 
percent. Owing to an energy crisis, a rise in the price of 
raw and processed materials, a slump in market sales 
and an oversupply of finished goods, most enterprise 
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production inevitably fell into difficult straits and 
annual profits declined, Total profits for 1989 came to 
6.08 millon yuan, a decrease of 1,138 million vuan 
compared to 1988 and a decline of 15,8 percent, Net 
profits were only 262,000 yuan, a decrease of 1,03) 
million yuan compared to 1988 and a decline of 79,7 
percent, Taxes handed over to the state during the year 
still increased, In 1989, a total of 3.376 million yuan was 
paid, an increase of 668,000 yuan compared to 1988 and 
a rise of 24.7 percent. However, funds turned over to 
Village or group collectives and used to expand reproduc- 
tion, for dividends, for workers welfare, and for public 
contnbutions have all greatly decreased. To extricate 
themselves from this difficult situation, they must adopt 
the following measures. First, they must strengthen the 
confidence of village. of group-run enterprises, and 
during improvement and rectification and the deepening 
of reform, persist in the thorough implementation of the 
policies of “active support, logical planning, correct 
guidance, and strengthened management.” They must 
actively carry out enterprise internal readjustment in 
comphance with the demands of the Central Committee 
with respect to “readjustment, rectification, reform, and 
improvement.” They must take the approach of self- 
development and self-perfection, and they must make 
the shift from speed to efficiency, from being labor 
intensive to a combination of being labor intensive and 
technology intensive, and from being purely inwardly 
oriented to a combination of being inwardly and out- 
wardly onented. Second, they must strengthen enterprise 
management work with a focus on improving product 
quality and economic efficiency and comprehensively 
improve their standards of scientific management with 
respect to labor, production, technology, and financial 
administration. Third, they must enter into and develop 
production competitive activities that focus on 
increasing production and practicing economy, 
increasing revenue and reducing expenditures, 
decreasing waste, and raising quality by improving labor 
productivity, capital output, and economic efficiency, 
thereby initiating a brand new situation with respect to 
the sound development of village- or group-run enter- 
prises 


Conclusions 


The above analysis makes us realize that Liaoning’s rural 
economy 1s not only regionally very diverse, it 1s also 
charactenzed by both achievements and problems and 
by both growth and difficulties. The solution to some 
problems will require the active guidance of party com- 
mittees and government and their policy decisions. As 
long as we can firmly grasp the historical opportunities 
presented by improvement and rectification and con- 
tinuing reform and are vigorous and bold in our explo- 
rations, the prospects for rural reform and construction 
are unlimited. If every industry and trade, every relevant 
department, and leading comrades all can recognize the 
fundamental position and importance of agriculture 
from the strategic point of view of a stable economy and 
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stable society, if they adopt measures to improve poli 
cies, - — science and technology, increase invest: 
ment, and speed up development, and if they fully 
arouse the enthusiasm of the broad peasant masses for 
socialism, then, the implementation of the goal of sus 
taining a stable and harmonious growth of Liaoning's 
rural economy cannot be far off. 


Socialized Services To Boost Rural Reform 


V/ICEOI9SB Bevying JING RIBAO in Chinese 
2 Mar 91 p2 


[Article by Zhang Guangyou (1728 1639 0645) and Zhao 
Huazhou (6392 5478 5153). “Socialized Services Open 
Up a New World for Household Economy”) 


[Text] The rural areas of China have implemented the 
household output-related contract responsibility 1 
for 10 years. Now more and more people have finally 
reached a common understanding in accordance with 
the basic trend of thought of rural reform and develop- 
ment in China. That is: developing socialized services 
and stabilizing and perfecting the responsibility system 
based on household output-related contract is a way of 
deepening the rural reform. 


Judged from its onginal meaning, the household output- 
related contract system includes the two levels of house- 
hold management and service-oriented unified manage- 
ment. Such a management method which combines 
decentralized management with unified management ts 
widely applicable. It suits the current situation domi- 
nated by manual labor and the characteristics of agricul- 
tural production. It also meets the need of the develop- 
ment of productive forces in the course of agricultural 
modernization. The key to perfect the output-related 
contract responsibility system is to properly handle the 
relation between unified and decentralized management 
Socialized services should be strengthened to develop 
the intrinsic supenornty of household management and 
overcome its limitation. In this sense, the quality of 
socialized services has a great bearing on whether or not 
household management can function fully 


The practice of many localities has proven that under the 
condition of household output-related contract respon- 
sibility system, agncultural production will flourish as 
long as socialized services are strengthened. Dixian Pre- 
fecture, Anhui Province, the birthplace of the “great 
responsibility system,” increased its grain production for 
11 consecutive years, setting a new record every year. In 
1989, its commercial grain was several hundred million 
jin higher than the total grain output of 10 years ago. Its 
crop-growing and breeding industries and township 
enterprises all made rapid development. An important 
experience of this prefecture is that it has made great 
efforts to establish multi-level serialized service network 
The “six stations and one company” of agricultural 
economy, technology, and machinery can be found 
everywhere in the prefecture 
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In the developed countries of the world the basic form of 
agriculture is generally household management which is 
closely linked to developed socialized services 
According to data from a 1982 survey in the United 
States, the country had a total of 2.24 million farms and 
1.991 million of them or 89 percent are family farms, 
accounting for 81 percent of total acreage of farmland 
Japan realized agricultural modernization in the mid 
1970's, but in the 1980's over 90 percent of agricultural 
production organizations were basically family farms 
without hired hands whose management scale was under 
1.2 hectare. The situation in the EC countries is also 
generally the same. In these countries, the percentage of 
labor force directly engaged in agricultural production is 
much smaller than that directly or indirectly engaged in 
agriculture-onented services. For example in the United 
States, the latter accounts for about 40 percent while the 
former accounts for only about nine percent. Of course, 
our social system is completely different from that of 
capitalist countries, and we cannot copy their practice 
But we cannot say that the road of socialized services 1s 
without any value as a reference 


Developing socialized services is an important step 
toward the specialization and socialization of agricul- 
tural production. Judged from the viewpoint of per- 
fecting the household output-related contract responsi- 
bility system, it as the central link in deepening the rural 
reform. Along with the development of socialized ser- 
vices, people can see that behind such activities, the rural 
economy 18 Quietly carrying out realignment and separa- 
tion. On the one hand, productive factors are 
realigned—service networks at different levels such as 
county, township, village, and integrated farming house- 
holds realign productive factors including technology. 
funds, and labor forces owned by the state. collectives. 
and individuals to turn potential productive forces into 
real productive forces. On the other hand. the produc- 
tion process 1s broken down—the functions of a com- 
plete production process including different links before, 
during, and after production. which used to be carried 
out by one household, has been broken down and 
separated It is this kind of realignment and separation 
that has overcome the isolated situation of the rural 
self-sufficiency economy, made farmers’ household man- 
agement a link in the complete chain of social produc- 
tion, and put it into the coordinated system of large-scale 
socialized production. By so doing it has accelerated the 
process of agricultural specialization and socialization 
and created favorable conditions for spreading advanced 
science and technology to develop rural commodity 
production 


Within the sector of agriculture. combining small-scale 
houschold management with socialized services can pro- 
duce the effect of scale economies. As far as the scale 
economy of agriculture is concerned, n means more than 
just the increase of land quantity in one management 
unit and the centralization of manpower and material 
resources in one place. which 1s only one of the various 
forms, not all. Another form 1s to achieve the economies 
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of scale by combining all productive factors except land 
by raising the level of specialization and socialization 
Currently in most rural areas of China peasants have 
many misgivings and obstacles to overcome when they 
leave land because nonagricultural undertakings are not 
very developed, and neither subjective nor objective 
conditions are available for the scale economies of land 
Bul peasants are very glad to accept the practice if we 
start it with service. This is because socialized services 
can satisfy peasants’ demand for developing production 
and does not touch upon the decision-making power of 
production and management which is most sensitive to 
farmers. Second, outside the sector of agriculture, social- 
ized services have built, with economic means, a bridge 
between small-scale production and large markets and 
between the economic activities of millions of farmers 
and the state plan. Through socialized services the state 
can provide needed information. Through monetary, 
technological, and material support, the state can give 
policy guidance in accordance with the state plan and 
market demand to influence farmers in production and 
management decisions so as to reduce the blindness 
unfavorable to the state plan and increase the scientific 
nature and accuracy of the state plan while eliminating 
the risks created by market fluctuation for farmers. | 
seems that organizing production through services in the 
areas of circulation, finance, material supply, and sc: 
ence and technology 1s an important content of per 
fecting the household output-related contract respons. 
bility system 


Developing socialized services is also related to per 
fecting the structure of the rural areas and conducive to 
promoting the construction of grassroots organizations 
and the change of cadres’ work style. About 20 percent of 
village-level organizations in China's rural areas do not 
function effectively. Practice shows that areas which 
provide good socialized services generally have better 
grassroots organizations whereas areas which provide 
little or even no services generally have ineffectual 
grassroots organizations 


Developing socialized services inevitably involves the 
issue of developing the collective economy. Currently 
many rural areas in China do not have a strong collective 
economy. The level of unified management 1s rather 
weak. In a few areas, there are “only collectives but no 
economy.” Along with the development of the com- 
modity economy, even areas which have a fairly solid 
basis of collective economy cannot satisfy the increasing 
demand of peasants on collective services. To stabilize 
and perfect the houschold output-related contract 
system, we must simultaneously develop the supenority 
of collective management and the enthusiasm of 
farmers’ household management. Practice shows that 
developing the level of unified collective management 1s 
conducive to imecreasing accumulation for expanding 
reproduction, adopting advanced science and tech- 
nology. developing farmland capital construction, 


increasing the capability to resist natural disasters, and 
developing public cultural and wellfare undertakings 





JPRS-C AR-91.027 
1S May 1991 


Rural grassroots organizations can be attractive and 
have the cohesive force only if they master considerable 
economic power, provide services needed by peasants, 
and reduce peasants’ burdens 


Practice has proven that the responsibility system based 
on household output-related contracts has great compat: 
ibility and vitality and that it must be stabilized as a 
basic system of rural areas and continue to be perfected 
Failing to see this point, some people have been confused 
in fecent years over how to continue rural reform. They 
keep trying to find “new measures” to continue rural 
reform outside the household output-related contract 
responsibility system, causing rural reform in some areas 
to stagnate. This should be a lesson, Currently, it is 
noteworthy that guiding principles and concrete 
methods are not exactly the same while we emphasize 
the development of socialized services and economic 
development. Therefore, we must persist in reform and 
progress) We should pay special attention to guard 
against the restoration of old systems and the recurrence 
of past mistakes 


Heilongjiang To Develop Livestock Industry 
¥/CEO4884 Harbin HEILONGJIANG RIBAO 
in Chinese 22 Feb 91 pp 1, 2 


[Article entitled “Heilongjiang Provincial People’s Gov- 
ernment 's Decision on Accelerating the Development of 
the Livestock Industry 29 Jan 1991"; the first paragraph 
is & source supphed synopsis] 


| leat) Synopsis 


During the Exghth Five-Year Plan period, the livestock 
industry's output value 1s expected to increase eight to 
ten percent a year, and by the end of the period, it should 
account for 20-22 percent of the GVAO. Heilongjiang 
aims to maintain the direction of decontrolling and 
enlivening livestock product management, use science 
and technology to develop the livestock industry, insist 
that the state, collectives, and individuals work together, 
actively develop a reasonable scale of operation, tap new 
fund sources, increase investment in the livestock 
industry, use forage resources fully, accelerate the devel- 
opment of the animal feed industry; promote the restruc- 
turing of the livestock administration and management 
system. and provide stronger leadership to the livestock 
industry 


The following decisions have been made to accelerate the 
development of the livestock industry, gradually raise its 
role in the agricultural sector, and promptly turn it into 
the mainstay industry of Hetlongjiang’s rural economy 


|. The goal in developing the livestock industry during 
the Exghth Five-Year Plan period is to vigorously 
develop dairy cattle output, sustain steady development 
of poultry, mutton, and beef production, and strive to 
become self-sufficient in pork production in two to three 
years) The livestock industry's output value should 
increase eight to ten percent a year, and by the end of the 
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Eighth Five-Year Plan period, it should account for 
20-22 percent of the GVAO 


2. Maintain the management direction of decontrolling 
and enlivening livestock products. Hog operations will 
gradually be trolled, different management chan- 
nels opened up, and different forms of integrated, pro- 
duction-processing-sales economic communities will be 
set up. Contracts with peasants will be entered into on a 
voluntary basis based on the principle of mutual benefit. 
On the management side, slaughtering will be done at 
fixed sites where inspections can be carried out and taxes 
collected centrally, and all sales will require certification. 
The supervisory department must take its responsibility 
seriously and protect the state's and the consumers’ 
interests. Harbin, Qiqihar, Mudanjiang, Jiamusi and 
other large and mid-sized cities and industnal, mining. 
forestry, and oil-producing regions should abide by the 
principle of benefiting all parties and foster stable pur- 
chase and sales relations with the production regions. To 
readjust markets and curb price increases, regulatory 
funds should be set up in qualified regions, and a 
minimum guaranteed procurement price should be set. 


Poultry, eggs, cattle, and lambs should continue to be 
managed through several channels. Prices should be set 
by the market. Wool should continue to be managed by 
supply and marketing cooperatives, the livestock, indus- 
trial, and commercial companies, and by herdsmen who 
make direct delivenes. Upon guaranteeing the prov- 
ince’s own needs, producers and managers should be 
permitted to make direct sales and ship wool out of the 
province 


3. Rely on technical improvements to develop the live- 
stock industry. The core of using science and technology 
to invigorate animal husbandry lies in four words— 
“fine” breeds, “good” feed, “standardized” livestock 
management, and “scientific” disease prevention. We 
must vigorously propagate the five comprehensive tech- 
niques of fattening hogs rectilinearly, increase total 
chicken production, fatien beef cattle centrally, increase 
mutton and wool yield concurrently, and increase the per 
unit yield of dairy cattle In view of Heilongyiang’s very 
long winter season, we should propagate such practical 
techniques as silage, plastic hothouse, and rectilinear 
fattening method. We need to increase technical 
training, promote scale economy. improve management. 
and perfect the socialized service system. 


Localities must extend their support in terms of funds 
and goods and materials to gradually raise the livestock 
industry's scientific and technological standards and 
modernize its backward means of disseminating infor- 
mation. Depending on each locality’s financial ability, 
we should gradually raise the grass-roots veterinanan 
personnels subsidy, increase allocation of funds for 
propagating new techniques, and improve the livestock 
industry's infrastructure) Animal husbandry depart- 
ments at all levels must amplify and perfect the system of 
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providing improved breeds, forage grass and feed, dis 
ease prevention, and technical education and other ser- 
vices. All relevant colleges, universities, and research 
units Must pay close attention to livestock production, 
train specialized personnel, and strive for scientific and 
technologice! breakthroughs. We must vigorously pro: 
mote and set up entities that integrate science and 
technology, propagation, and production and actively 
promote different forms of contracting and accelerate 
the conversion of the fruits of scientific research 


4 The state, collectives, individuals must work together 
to actively develop a reasonable scale of operation in 
raising livestock, While encouraging the development of 
family based livestock industry, we should actively sup. 
port fairly large-scaled, specialized animal husbandry 
households and families or cooperative ranches by 
giving them special preferences when alloting forage land 
and pasture, set up sheep pens and cow sheds, provide 
technical services, supply goods and matenals, and grant 
loans We must run the state farms and pastures properly 
and provide improved crop vaneties and breeds of 
animal (poultry) 


State farms should make full use of and give play to 
natural resources and make developing the livestock 
industry an important part of their effort to optimize the 
industrial structure and increase the effective supply of 
livestock products. Industral, mining, forestry, and oil- 
producing regions should put the development of the 
livestock industry on their agenda and mobilize all 
positive factors to build more and better livestock bases 
and raise our level of self-sufficiency in animal products 


5S. Heilongnang will tap new fund sources and increase 
investment in the livestock industry. We must solve the 
livestock industry's development fund problem via 
many channels, at different levels, and in all directions 
and gradually readjust the input mix of government and 
credit funds and increase the share of input in the 
livestock industry. We must make corresponding 
increases in discounted loans to support the develop- 
ment of hog production. Loans to the livestock industry 
as a percentage of all agricultural loans should come to 
20-30 percent in the pastoral areas, | 5-20 percent in the 
semi-pastoral areas, and 10-15 percent in the farm belts 
and special loans should be earmarked for special use 


Heilongjiang will set up a livestock industry develop- 
ment fund system. Ail cities, counties, and state farms 
and pastures should allocate five cents or more per mu 
from the land conservation fund and designate that 
money as livestock industry development fund. Cities 
and counties where the livestock industry plays a fairly 
important role and state farms may also divert part of 
their livestock and animal product management funds to 
be used to develop the livestock industry. How and how 
much of the funds should be taken out should be left to 
each city and county to decide. As for the agricultural 
development fund. the localities should make appro- 
priate arrangements depending on what the develop- 
ment of the local livestock industry needs 
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Fees for hog slaughtering, pasture management, tech- 
nical improvements with regard to wool, and hog and 
poultry disease prevention must be collected diligently as 
stipulated in the original policy, and special funds must 
be put to special use. Unauthorized retention and use are 
strictly prohibited 


Heilongjiang will strive to win state funds and bring in 
foreign capital We must do careful feasibility studies of 
state-funded projects to make sure that we have the 
matching funds. Localities must create a proper invest- 
ment environment, and via compensatory trade or by 
setting up jointly-managed plants (farms) and so on, we 
can attract funds from other provinces and from foreign 
countries Large and mid-sized industrial and mining 
enterprises and institutions are encouraged to link up 
with the production regions to set up livestock product 
production bases. They should develop those bases 
together and share the profit 


Heilongyiang encourages peasants to use their own funds 
to set up animal and poultry farms or get together to set 
up jointly-managed animal feed processing plants. Vil- 
lage-level collectives should also take out some of their 
accumulation funds and spend it on the livestock indus- 
trys infrastructure 


6 Heilongjiang will make full use of its forage resources 
and speed up the construction of its feed processing 
industry and strengthen the management of its forage 
business. With respect to coarse fodder. we should 
perfect several forms of pasture contracting, strengthen 
the management and development of pastures, and pro- 
hibit unauthorized pasture development. For grassland 
in western Heilongjiang. the emphasis will be on 
improvement and construction to increase forage grass 
production and grassiand utilization rate As for the 
grassiand to the northeast, the emphasis will be on 
development, tapping potential resources, and 
increasing animal-rearing capacity The vast agricultural 
region provides a mch supply of straw. We should 
actively promote such techniques as silage and ammon- 
ation, saccharification, and salinization of straw to 
increase the roughage utilization rate. We should also 
gradually increase the amount of land devoted to feed 
production and strive to increase the share of forage land 
to five percent of the total cultivated area by 1995. In 
localities with the mght conditions, we advocate inter- 
cropping and rotation of grain and grass crops 


With respect to concentrated feed, we should put under 
centralized planning the sideline products which are a 
part of the state's fixed quota grain purchase and guar- 
antee supply for the large and mid-sized cities and key 
feed processing enterprises. If they have completed the 
State's fixed quota purchase tasks, the feed processing 
enterprises should be allowed to purchase their own raw 
materials or ask the grain department and the supply and 
marketing department to make those purchases on their 
behalf. Enterprises should supply their own necessary 


funds, and the Agricultural Bank and the credit cooper- 
atives should also lend their support. As for the supply of 
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rice and wheat dregs, the province's own livestock indus- 
iry's needs should be taken care of first, 


The teed industry should be included in the comprehen- 
sive National economic development program for cen- 
tralized planning and proper distribution to form a 
processing system where there is a proper mix of large, 
mid-sized, and small enterprises and where urban and 
rural developments can be coordinated, The province 
will focus mainly on the production of protein, amino 
acid, Vitamin, trace elements and other raw materials, It 
is also responsible for making scientific studies of pro- 
cessing machinery and equipment and different feed 
formulas. Cities and counties should concentrate on 
production and supply of compound feed and feed 
concentrates. Villages should focus on setting up small 
feed processing plants and work on grinding, processing, 
and supplying feed. Grain and livestock departments 
and town and township peasant households may set up 
their own feed processing enterprises, either individually 
or jointly through stock participation. 


The technical supervision, livestock, feed and other 
departments must step up feed inspection and improve 
feed quality management. Plants that do not prepare 
their feed according to standard formulas and sales units 
that sell substandard products should be penalized, and 
those who have caused damages will be held legally 
responsible 


Heilongjiang will actively and steadly promote 
restructuring of the livestock administration and man- 
agement system. All cities and counties should follow the 
production-processing-sales integration principle to 
gradually smooth out the relationship among produc- 
tion, processing, and sales and other departments and 
links and form a complete set of well-coordinated, 
highly-commercialized livestock product production 
bases and enterprise groups. Within the animal hus- 
bandry system, cities and counties must separate govern- 
ment and business and set up some livestock and veter- 
inarian technical service centers. Township livestock 
Stations, breeding stations, pasture stations, and veteri- 
narian hospitals should be merged into one and become 
comprehensive livestock and veterinarian service sta- 
tions. The village level should focus on building livestock 
and veterinarian teams to increase comprehensive ser- 
vice capability 


8. Heilongjiang will provide stronger leadership in live- 
stock production. Governments at all levels must firmly 
establish a great agriculture concept which combines 
agriculture and animal husbandry. They should desig- 
nate one leading comrade who specializes in managing 
the livestock industry. They must analyze and study 
livestock production issues regularly, tackle the practical 
production problems promptly, and promote the in- 
depth development of the livestock economy while 
restructuring the system. They must augment and 
strengthen their leadership role, as well as the functional 
organs role, in animal husbandry work and take local 
conditions into consideration as they organize relevant 
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departments to formulate developmental programs and 
make sure that the livestock industry's developmental 
goals are fulfilled 


Livestock departments at all levels must give full play to 
functional departments, and relevant departments must 
work closely together and promptly solve problems 
encountered in the contruction and reform of the live- 
stock industry 


Commentator Calls for Increased Agricultural 
Investment 


YICKEOI9SA Bevine JINGJ/ RIBAO in Chinese 
25 Feb vip! 


[Commentator Article: “Increase Agricultural Invest- 
ments In All Fields”) 


[Text] Continuing to increase agricultural investment in 
all fields and constantly raising comprehensive produc- 
tion capacity remain a key to maintaining the promising 
trend of agricultural development and bringing about 
long-term, sustained, stable, and coordinated develop- 
ment in agricultural production 


Agriculture is a sector of maternal production. As the 
scale of Output continues to increase, whether or not 
more investment can be added has become an important 
factor in further developing the potential of agricultural 
production. Currently the investment of agricultural 
reproduction comes mainly from four sectors: central 
revenue, local government revenues, rural collective 
economy, and individual peasants. The investments of 
these sectors are different in their emphasis and func- 
tions, so they are not interchangeable. Agricultural 
investment financed with central revenue is used mainly 
to harness rivers and lakes, build large-scale water con- 
servancy projects and large-scale agricultural commodity 
bases, and to carry out comprehensive agricultural area 
development projects. Local governments at all levels 
are the main investor of lage agricultural engineering 
projects in areas under their jurisdiction. They are the 
key link in the implementation of the investment policy 
and have responsibility for regional agricultural con- 
struction. Rural collective economic organizations and 
peasant households, who are agricultural production 
managers, are the main source of direct investment in 
agricultural production and management. Practice has 
proven that it 1s not appropriate to ignore or overem- 
phasize any one of these four main sources. When 
increasing agricultural investment, we should make sure 
that the four wheels are turning at the same time and 
strive to increase comprehensive agricultural production 
Capacity 


In recent years the state has attached great importance to 
the issue of agricultural investment. Under the situation 
of fund shortages, the state increased agricultural invest- 
ment by | billion yuan in 1990 and plans to continue to 
increase agricultural investment in 1991 to increase the 
ratio of agriculture in the state economic reproduction 
investment. Local governments at all levels have also 
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increased through various channels and methods agricul- 
tural investment, enabling agricultural investment to 
have a good beginning of continuous increase after a 
period of stagnation. We should continue to maintain 
this promising trend. While original departmental 
investment structure cannot be changed easily, local 
treasuries at all levels should reduce price subsidies by 
increasing industrial economic efficiency, invest more 
funds in the construction of econo: ic reproduction, 
further strengthen agriculture in regard to the increase of 
investment, and enable agricultural investment to reach 
and maintain a level proved to be rational by production 
reality, 


Practice has proven that rural collective economic orga- 
nizations remain an operational level of managerial 
nature in the “dual-level operational” system of rural 
areas. They have played an indispensable role in 
increasing investment, improving production and oper- 
ation conditions, and develc ping agricultural produc- 
tion. In areas where rural collective and township enter- 
prises are relatively developed, we should take advantage 
of the opportunity of “the year of quality, vanety, and 
efficiency” to continue enterprise reform, accelerate 
scientific and technological progress and technological 
transformation, further improve production quality and 
economic returns, and perfect administrative and man- 
agement system and enterprise accumulation mecha- 
nism. We should use still greater economic strength to 
continue to help township enterprises to do a good job in 
“supplementing agriculture with industry” and “build- 
ing agriculture with industry.” Within the scope per- 
mitted by policies, the vast number of rural collective 
economic organizations should do a good job in the 
profit retention of contracts and use as much profits as 
possible along with other collective incomes for the 
investment of agricultural reproduction. They should 
also take advantage of abundant rural labor resources to 
organize the accumulation of animated labor for agricul- 
tural construction, and gradually standardize and insti- 
tutionalize such procedures. 


Individual peasants’ investment ability and their enthu- 
siasm for production investment are a critical link that 
determines whether or not investment can achieve 
desired effect. In the past two years, peasants’ economic 
returns appeared to be out of line with the overall 
substantial increase of agricultural products. In some 
areas agricultural products were stockpiled and prices 
dropped. As a result, it is difficult to turn material 
income into reproduction investment, thus affecting 
peasants’ investment ability and their enthusiasm for 
expanding reproduction investment. To change this sit- 
uation, first we should continue price reform to smooth 
out the pricing system and enable peasants to get a 
reasonable reward for their production investment when 
compared to other industries. Second we should reform 
the circulating system to enliven the circulation of agri- 
cultural products. While speeding up the construction of 
“main channels,’ we should persist in more channels 


and fewer links, try to have producers meet directly with 
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sellers, let peasants | xe part in circulation, and join 
efforts to solve the problem of difficulty in buying and 
selling in rural areas and bring about a benign cycle of 
value and high efficiency, Third we should support 
peasants in developing nonagricultural undertakings 
based on the processing of agricultural products. In the 
future the processing capacity of agricultural products 
should be distributed as much as possible to raw maternal 
producing areas $0 as to let the peasants and rural areas 
enjoy the added value of agricultural products and the 
profits of processing. This is a practical solution to the 
problem of low comparative profits of agricultural pro- 
duction. It can arouse peasants’ enthusiasm for produc- 
tion and increase their ability to accumulate profits and 
make investment. 


“Cooperative efforts make bigger flame.” As long as all 
fields can continue to increase agricultural investment, 
comprehensive agricultural production capacity will 
pick up substantially in the near future and a solid 
material foundation will be laid for realizing the goal ot 
agricultural development. 


Hubei Farmers Experience Problems Obtaining Fue! 


Y/C £04234 Beyinge JINGJII RIBAO in Chinese 
YMarY¥ipl 


[Article by Ouyang Zhixiu (2962 7122 3112 0208): “Stop 
the Leakage of Agricultural Supplies’’] 


| Text] In some areas of Hubei “leaks” exist in the work 
of departments and units that have responsibility for 
management, supply and planned distribution of state 
diesel fuel for farm use. A substantial part of the advan- 
tage of state priced diesel fuel the state distributes to 
farmers 1s missing 


information this reporter obtained from departments 
concerned shows that in Hubei, except for grain and 
cotton linked diesel oil rations supplied to rural house- 
holds, annually the state planned distribution and tem- 
porarily increased allocations to help during natural! 
disasters are about 380,000 tons. The advantage to 
peasants of state and negotiated price difference is nearly 
200 million yuan. However, the chaotic “flight, fraud, 
trickling and leakage” in allocation, supply and manage- 
ment in some local areas has created losses for some 
peasants. 


Leakage one: Departments compete to take part in 
distribution. For example, among nine counties (cities) 
in one area, the finance, planning, farm machinery, 
cotton, and grain departments participate in planned 
distribution of diesel fuel for farm use. In addition to the 
above departments, in some counties (cities) the agricul- 
tural commission, people's government, water conser- 
vancy, and united front departments participate in dis- 
tribution. This resulted in many units distributing many 
times, large-scale “authorized” [daimao 2071 1604] 
arrangements, “not enough to go around,” and chaotic 
management. “Authorized” supply units include rural 
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and township governments and enterprises, both agricul- 
tural and nonagricultural, Oil companies everywhere 
constantly dealt with eight or nine supply firms, they 
were at a loss as to what to do, in an awkward situation, 
and more importantly this caused mistaken losses of 
diesel oil for farm use. 


Leakage two: Layer upon layer of reserve wholesale 
supply adds considerable pressure. In current distribu- 
tion of diesel fuel for farm use, county (city) and rural 
(township) levels have larger reserves. A few leaders and 
some departments have confused wholesale categories 
and assign reserves to nonagricultural households and 
enterprises. Some farm machine stations even sell these 
reserves at negotiated prices in their own departments. 
In addition, some county farm machine departments 
have clearly stipulated: each tractor will be awarded 50 
kg of state oriced diesel fuel annually, to be drawn from 
diese! fuel for farm use. Based on a survey of some 
counties (cities), annually at least 10 percent of diesel 
fuel for farm use 1s so squeezed. 


Leakage three: Prices are raised on the pretext of col- 
lecting fees and levied on peasants. Some county (city) 
farm machinery departments allocate diese! fuel for farm 
use supply certificates, and collect farm machinery man- 
agement service fees. Town (township) governments 
stipulate that after issuing oil certificates collect funds to 
subsidize agriculture and a multitude of other fees, with 
the highest amount collected reaching 470 yuan per ton 
greatly raising the state price of oil. Some counties 
(cities) and towns (townships) supply fuel to tractor 
specialized households based on horsepower, but this oil 
is mostly used to earn money in transporting goods. 
When peasants rent tractors to use in the fields they have 
to buy their own diesel fuel, or pay for fuel at the 
negotiated price. The individual tractor driver benefits, 
but the agricultural household suffers. 


The Central Government demands that we strengthen 
the agricultural foundation, and carry out policies that 
“lean towards agriculture.”’ Peasants call for ‘leaks’ to 
stop, and further improve and correct their criticisms of 
distribution, supply and management of diesel fue! for 
farm use. This should arouse the serious concern of 
leadership and government at all levels so that diese! fuel 
for farm use is used for agricultural production in line 
with stipulations, ensure the need for fue! used in such 
areas as field work, grain ration processing, agricultural 
sideline products transport, and capital construction of 
farmland. 


Anhui Investigates Management of Hog Markets 


91CE04944 Hefei ANHUI RIBAO in Chinese 
13 Mar 91 p3 


[Article by Research Section, Anhui Provincial Government 
Office: “Investigation of Management Methods in Anhui's 
Hog Market; Prices Stable, Procurement, Sales Brisk’’} 
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[Text] In 1987 the Office of the State Council issued a 
document on tral hog market management methods: 
“designate locations for slaughtering, centralize inspec- 
tions, unify tax payments, and decentralize manage- 
ment,’’ By the end of 1990, some 21 counties (cities) in 
Anhui had made an overall readjustment of the hog 
market and implemented an “18 point’ management 
method, At present, another 17 counties (cities) are 
preparing to do the same, Wherever the “18 point” plan 
has been fully implemented, hog market prices have 
been stable, procurement and sales brisk, and note- 
worthy social and economic results obtained. 


Consumer interests have been protected by putting an 
end to the marketing of infected and water-filled pork. 
According to incomplete data from 21 counties (cities) 
that have implemented the plan, of the 220,000 hogs 
which were slaughtered between May and October 1990, 
none were found to be infected after inspection. In the 
latter half of 1990, Feidong County found 68 infected 
hogs, 16 dead hogs, and 10 sows. In a 50 day period, 
Dingyuan County found |1 infected hogs. The masses 
have less worries because pork is not allowed on the 
market until the slaughtering houses (sites) have 
stamped their standard of approval on it. 


State tax revenues have increased greatly by plugging tax 
loopholes. In a 50 day period, Dingyuan County levied 
more than 340,000 yuan in taxes, which was more than 
the annual tax revenue for the two previous years. It also 
levied 76,000 yuan in industrial and commercial taxes, 
an amount five times greater than the same period one 
year earlier. In six months of readjusting the hog market, 
Feidong County levied 1.01 million in taxes, 3.7 times 
greater than in the same period of the previous year. It 
earned 340,000 yuan in industrial and commercial taxes, 
much higher than in the same period of the previous 
year. This proves that in the past individual butchers 
went without paying taxes and tax loopholes were quite 
prevalent. It is estimated that if Anhui extends this 
method, annual tax revenues will increase by over 50 
million yuan. At the same time, it will also promote 
honest and clean government by tax management 
departments. A director of a county bureau said, ‘Sev- 
eral dozen honest and clean government measures are 
not as good as this one; it fundamentally solves the 
problem.” 


Order has been brought to the hog market for the time 
being, major and minor channels both play their role. 
There are fewer chaotic phenomenon such as uncerti- 
fied, illegal practices, killing hogs any old place, jacking 
up prices, and deception. The market is moving in the 
direction of an orderly revival. The state and individuals 
use certification. Prices are clearly marked, stamps are 
issued for tax payment, and there is a tentative start 
toward standardized business practices. The many- 
channeled market 1s moving in the healthy direction of 
equal competition with coordinated development. There 
is a noticeable rise in the percentage of hog operations by 
state-run food product departments. The function of 
major state-run channels has had a certain revival. There 
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has been a turn-around in the phenomena of idle workers 
on the job, and workers who have left their jobs or are 
retired demanding food from the county government. 


This has been beneficial to develop hog production and 
protect peasants’ enthusiasm for raising hogs. Slaugh- 
tering at designated locations and centralized inspection 
effectively prevent the transmission and spread of dis- 
ease among hogs and protect the breeding of sows. There 
has also been a certain curtailment of tipping scales and 
reducing grades and prices in the sale of hogs to exploit 
peasants. 


During our investigation we also discovered that a small 
number of places implementing the “18 point” plan are 
different from what was expected; they did not deregu- 
late purchases and sales. Food departments in some 
areas have not changed, they revived monopolized oper- 
ations. Other areas implemented regional blockades. 
Although these problems have been or are being cor- 
rected, they have given many people the wrong impres- 
sion of the “18 point” plan. Thus, we propose: 


1. Uniform understanding. In particular, leading cadres 
at all levels in all departments must be guided by the 
spirit of the Party's 7th Central Committee plenary 
session, in constructing and developing a socialist, 
planned commodity economy with Chinese characteris- 
tics, and setting up a corresponding planned economy 
with a high degree of market regulating mechanisms. To 
understand this issue, we must eliminate interference 
and influence driven by various interests. These prac- 
tices can become common and steadfast only if all 
parties fully cooperate. 


2. We should steadfastly correct practices that are out of 
line with the “18 point” business plan. The core of 
“slaughtering at designated locations, centralized inspec- 
tions, unified tax payment, and dispersed business” 1s 
the word “designated.” Its essence is the word “busi- 
ness,’ not the word “unified."’ The core of management 
is to deregulate procurement and sales, not to assign 
quotas and purchases. Thus, to avoid misunderstand- 
ings, it 1s unsuitable to call the “18 point” plan “three 
unifieds and one separate” or “four unifieds and one 
separate.’ Commercial state-run food departments 
should become more self-reliant, improve the quality of 
service, and develop the role of main channels. 


3. We must earnestly sum up and spread the “18 point” 
plan everywhere. We must sum up experiences and 
promote the methods used by counties (such as Feidong) 
that have had relatively good results in promoting the 
plan so as to spread it throughout all major hog- 
producing regions of Hefei first. The plan temporarily 
may not be implemented in remote mountainous areas 
where transport is inconvenient. Provided that hogs 
slaughtered by peasants themselves for personal con- 
sumption do not come on the market, they need not be 
sent to the designated locations for slaughtering. The 
county, region, or village government still is responsible 
for implementing the plan. Departments concerned 
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should select personne! to visit the various leve!s of 
established market business committees. In particular, 
they must be responsible for enhancing market menage- 
ment over hogs and other sideline food products, and 
tumely coordination to solve problems that arise. How- 
ever, considered from the long term, this work gradually 
should be made a normal, regular and systematic task of 
departments of industry and commerce, taxation, public 
security, commerce, and agriculture and animal hus- 
bandry. The province, cities, and counties should 
appoint a lc ..ng comrade in charge of this task to 
enhance leadership over it. Slaughtering locations should 
be in market towns accessable to transport. Space, equip- 
ment, and personnel of food product stations must be 
fully used. Where conditions permit, comprehensive 
animal husbandry stations may be determined as desig: 
nated slaughtering locations. Specifically, according to 
their needs and capabilities, various counties (cities) 
must try their very best to determine designated slaugh- 
tering locations based upon convenience. Those in the 
business must enter the sites for slaughtering and pro- 
cessing. After admission to a site, disease inspections 
should be carried out according to State Council docu- 
ment number 34 (1989). However, all expenses for 
slaughtering, inspection, and tax payment ought to be 
paid together at the designated slaughtering location. 
The county (city) people's government must determine 
reasonable amounts and standards for expenses based on 
the relevant regulations. It also must publicize weights 
and measures, enhance supervision, control arbitrary fee 
charges, and random apportionment. After imple- 
menting this plan, each county (city) shall subtract a 
certain proportion of the excess taxes collected, taking 
1989 as a base year, one portion of this will be used to 
support and develop hog-raising, and another portion to 
enhance business on the hog market as well as for 
facilities and equipment needed by the designated 
slaughtering sites. County fiscal governments should 
collect funds for specialized households to manage and 
use 


Heilongjiang Peasant Burdens Increased in 1990 


9ICE0498B Bevyine ZHONGGUO TONGJI XINXI 
BAO in Chinese 25 Mar 91 p 1 


[Article by Hou Yuhuan (0186 3768 3883): “Legislative 
Action Has Failed, Heilongjiang Peasant Burdens Still 
Average Almost 100 Yuan") 


[Text] Despite legislative action taken by the 
Heilongjiang Provincial People’s Congress and govern- 
ment to lighten peasant burdens, Heilongjiang peasant 
burdens are still increasing. A survey shows that 
Heilongjiang peasant burdens averaged 95.26 yuan in 
1990, a 26.5 percent increase over 1989, which was 
higher than the 1990 average increase in net income 


A sampling of Heilongyiang’s 28 cities and counties and 
224 villages found that peasant burdens increased in 
1990 in the areas of taxes, collective deductions, overall 
planning funds, and various charges and fines. Because 
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peasant burdens increased at a faster rate than average 
net income, peasant burdens accounted for 14.2 percent 
of per capita net income. Excluding legal farm taxes, the 
three burdens of collective deductions, overall planning 
funds, and other charges and fines alone amounted to 13 
percent of peasant per capita net income in 1989, Per 
capita collective deductions and overall planning fees 
amounted to $3.55 yuan, or 10 percent of per capita net 
income in 1989. According to relevant State Council 
regulations on reducing peasant burdens, per capita 
collective deductions and overall planning funds make 
peasant burdens 26.79 yuan higher than they should be. 
The approximately 470 million yuan that peasants 
throughout Heilongjiang are burdened with, in addition 
to other charges, means that Heilongjiang peasant bur- 
dens exceed 1.23 billion yuan. 


According to a survey, the increased 27 percent tax 
burden was due to the 1990 bumper harvest, and less tax 
reductions and exemptions for natural disasters. How- 
ever, the increases in other peasant burdens were due to 
many irregular factors, such as increases in food, drink, 
and entertainment expenses in rural villages. The 
average food, drink, and entertainment expense was 
3714.42 yuan per village in 1990, an increase of 580.19 
yuan, or 18.5 percent over 1989, and the per capita 
burden from food, drink, and entertainment costs 
increased from |.89 yuan in 1989 to 2.41 yuan in 1990, 
or a 27.5 percent increase. 


Another reason for increased peasant burdens is the 
unstoppable phenomenon of excessive fee collections. In 
recent years, the party and government have given 
repeated injunctions against excessive fee collections 
from peasants by all departments. But bumper harvests 
have led to a reoccurrence of asking peasants for help. Of 
the various charges and fines making up peasant burdens 
in 1990, except for a 15.3 percent decrease in fines for 
not fulfilling grain and hog quotas, all other charges and 
fines increased sharply over 1989. Except for overall 
planning funds, various payments to towns and town- 
ships averaged 2.73 yuan, a 120 percent increase, and 
except for village deductions, various other charges 
averaged |.76 yuan, a 140 percent increase. 


While the number of village managers has decreased, 
their wages have increased. Wages of village managers 
increased 4.2 percent faster than peasant income. 


It is understood that the Heilongjiang Provincial Peo- 
ple’s Congress passed the “Heilongjiang Province 
Peasant Burden Control Regulations” on 22 July 1989, 
and in 1990 the provincial government released the 
“Heilongjiang Peasant Burden Items and Standards,” 
but in 1990 Heilongjiang peasant burdens still exceeded 
these regulations and standards by 25.2 percent, 37 
percent for welfare funds, and 69.8 percent for adminis- 
trative costs in 1990 
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Long-Term Agricultural Loans Needed To 
Develop Production 


YICEO498A Beving JINRONG SHIBAO in Chinese 
| Apr 9l p3 


[Article by Chang Naigin (1603 0035 0530): “China's 
Percentage of Medium- and Long-Term Agricultural 
Loans Should Be Increased Steadily”’} 


[Text] I. China's Current Low Percentage of Medium- 
and Long-Term Loans Limits Agricultural Production 
Development 


The Agricultural Bank of China (ABC) planned to 
increase agricultural loans by 9.2 billion yuan in 1989 to 
enhance the agricultural foundation and realize the 
policy of slanting credit funds toward agriculture, but by 
the end of 1989 the ABC actually loaned out only 6.5 
million yuan, or 70 percent of the planned increase. In 
1990 the ABC planned to increase agricultural loans by 
10 billion yuan, but it actually loaned out only 9.2 billion 
yuan by the end of November. Industrial and commer- 
cial loans increased 27 percent more than agricultural 
loans. Planned agricultural loan increases for 1989 and 
1990 were not fulfilled. Although agricultural loans in 
1991 have increased over 1989, this has not basically 
solved the agricultural loan problem, and agricultural 
loans are in a state of stagnation. 


By the end of November 1990, agricultural banks had 
55.8 billion yuan in outstanding loans, of which about 20 
percent were medium- and long-term, a too low propor- 
tion. Loans that have been used mostly for routine 
annual agricultural production costs over the last four 
decades, are no longer able to meet the needs of modern 
agricultural production development. Contemporary 
agricultural production development has a pressing need 
for medium- and long-term loans that enhance and 
increase agricultural infrastructure in such areas as, 
building basic agricultural facilities, farmland capital 
construction, irrigation projects, farm machinery, agri- 
cultural development, and agricultural S&T. Because of 
agricultural loan shortages and various other factors, 
agricultural production development is greatly limited. 


Il. Factors That Limit Medium- and Long-Term Loans 


4. The short-term nature of agricu'tural production 
activity has cooled agricultural investment initiative. 
After implementing contracts the sc7'e of land manage- 
ment became smaller and more decentralized, and peas- 
ants have felt less responsibile for land use rights and 
have pillaged the land. Peasants are more interested in 
low-investment, high-profit industnal sidelines than in 
investing in projects with medium-and long-term profits, 
such as farmland capital construction, irrigation 
projects, farm machinery, and resource development. 


B. Medium- and long-term loans bring lower profits. 
Because the risks are higher and profit margins lower, 
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most loans flow to industry, commerce, and high-profit 
industries, but investment in long- and short-term loans 
iS Not increased. 


C. There are no guarantees for medium- and long-term 
loans. According to current agricultural credit plans and 
fund separation, even though planned credit tasks are 
assigned every year, basic-level banks and cooperatives 
are always short of funds. Lured into a pattern of making 
the best investment, they repress agricultural loans, 
guarantee savings payments, agricultural and sideline 
product procurement, and high-profit agricultural pro- 
duction projects, which often puts the squeeze on 
medium- and long-term loans. 


D. Financial operations are short-term. Since the con- 
tract management responsibility system was introduced 
to banks, profits have become their major operating 
objective. Agncultural banks and credit cooperatives 
usually choose short-term loans over medium- and long- 
term ones, production cost loans over equipment loans, 
and high-profit industrial loans over low-profit ones. 


E. “Across-the-board’’ monetary policies also limit 
medium- and long-term agricultural loans 


F. Interest rates policies limit medium- and long-term 
loans. Because agricultural loans have high interest rates 
and low profit margins, and, in particular, savings and 
loan intercst rates being out of line with each other after 
loan interest rates were readjusted, agricultural banks 
and credit cooperatives have so many losses that it is 
hard for them to continue operating and they are unable 
to increase medium- and long-term investment. 


Ill. Experiences of Economically Developed Countries 
in Medium- and Long-Term Investment and Preferential 
Protection Policies 


The considerable attention that governments of econom- 
ically developed countmes have paid to medium- and 
long-term agricultural investment and preferential pro- 
tection policy, has played an important role in the 
combined use of production factors to promote and 
achieve agricultural modernization 


4. Granting preferential medium- and long-term agricul- 
tural loans. |. They increased their percentage of 
medium- and long-term loans to meet agricultural devel- 
opment needs for building irrigation projects, leveling 
land, and buying farm machinery. The Japanese govern- 
ment allocates special funds from its revenue each year 
to provide low-interest agricultural loans with maximum 
maturity periods of 30 years. In 1977, 70 percent of such 
loans were medium- and long-term ones. 2. They grant 
low-interest preferential loans. The French Agricultural 
Credit Bank began to grant agricultural discount loans to 
farmers in the late 50s at only one-half the interest rates 
of commercial banks for buying land, housing, pro- 
cessing agricultural sideline products, etc 
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B. They grant subsidies to farmers to build rural capital 
construction projects such as irrigation projects, roads, 
electrification, and land management. 


C. They subsidize capital goods purchases by farmers 
with tax-exemptions and allowances. Statistics show that 
during its Second Modernization and Equipment Plan 
from 1954 to 1957, France provided an average of 89 
billion francs a year in tax-exemptions and subsidies for 
agricultural capital goods. 


D. They implement price protection policies for agricul- 
tural products. Along with increasing specialization, 
mechanization, and socialization of agricultural produc- 
tion, more and more agricultural products are turned 
into commodities. To balance agricultural product 
supply and demand, and stabilize farmers’ investment 
initiative under these conditions, various governments 
implement price protection policies, such as half-price 
subsidies, set target prices, and subsidized prices 


In summary, most developed countries invest in 
medium- and long-term farm mechanization and con- 
struction of other agricultural production facilities, and 
only a little goes to meet production needs. This kind of 
investment onentation mainly solves the problems of 
deteriorating conditions that confront agricultural pro- 
duction, backward production methods, and low pro- 
duction efficiency. Moreover, it meets pressing agricul- 
tural production development needs in the areas of farm 
machinery, power, and basic facilities, and enhances 
agricultural infrastructure 


IV. Suggestions for Increasing Effective Medium- and 
Long-Term Loan Investment 


4. A stable rural economic policy is the basis for 
increasing medium-and long-term agricultural loans 
Supporting and perfecting the dual management system 
to stabilize long-range land management by peasant 
households, will enable peasants to realize immediate 
material benefits and look forward to long-range profits, 
thus stimulating land utilization and sustained invest- 
ment initiative. 


Increased agricultural investment will require adhering 
to the principle of focusing on peasants and collectives, 
giving priority to finance and responsible departments at 
all levels, and effectively using bank loans for diversified 
and multipurpose development. Collective investment 
must be used mostly for basic facilities, which are of 
common benefit. Banks should support projects with low 
investment, quick results, good efficiency, and timely 
repayment capability 


B. Increasing the percentage of medium- and long-term 
loans 1s the basic way to solve agricultural loan stagna- 
tion and agricultural infrastructure problems. The Cen- 
tral Bank should provide special planning and funding 
for medium- and long-term loans by agricultural banks 
and credit cooperatives. Medium- and long-term agricul- 
tural loans should be gradually increased from the cur- 
rent approximately 20 percent to more than 50 percent 
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and they should be included in national credit plan. We 
must clarify the percentage of planned annual medium 
and long-term loans in national agricultural credit plan- 
ning OF the funds needed for medium. and long-term 
loans, agricultural banks should provide 50 percent, and 
the Central Bank should loan 50 percent for a fixed 
number of years and at low interest rates based on their 
medium-and long-term loan structures 


( The key to increasing agricultural invesiment is 
lowering interest rates on medium. and long-term loans 
We should rescind the stipulation that puts higher 
interest rates on longer maturity periods, in line with 
(China's agricultural conditions and peasant capability 
We should practice a policy of setting medium. and 
ong-term loan interest rates a grade lower than standard 
interest rates, with the disparity being subsidized by 
public finance or the Central Bank. Agricultural banks 
and credit cooperatives should follow the principle of 
making tiny profits without losses, and provide con 
sumers with lowenterest loans based on efficiency to 
ighten peasant burdens and arouse peasant initiative for 
increased investmen' 


') [he basis for increasing medium- and long-term loans 
mpementing a preferential encouragement policy for 
iund management by rural financial institutions. such as 
agricultural banks and credit cooperatives. When plan 
ning rural financial institutions profit turn over to higher 
finance departments should allow those 
whose income decreased because of increased agricul 
tural loans to retain a correspondingly higher percentage 
profits. And change specialized bank practice of 
ling a centrally-set percentage of credit funds 
cgardiess of profits, appropriately increase the per 
entage of credit tunds collected by agricultural banks 
d practice a policy of setting lower interest rates for 
“wncultural loans than for industnal and commerc.a 
and lower interest rates for medium. and long-tern 

nent loans than for agricultural ones 
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meat products in developed countries, but in Being 
they are less than 10 percent, 


Again, in terms of processing techniques for traditional 
meat products, whether southern style, northern style, 
marinated, cooked in soy sauce, barbecued, roasted, 
boiled, or deep-fried, production is for the most part at 
the primitive developmental stage of the handicraft 
shop. Production takes a long time, techniques are 
backward, equipment is old, the work environment and 
sanitary conditions are poor, Two thousand years ago it 
was one big pot, today it is still one big pot. It is truly 
difficull to develop large scale industrialized production 
and this limits severely the growth of China's meat 
products industry 


Since reform and opening up to the world, China's meat 
industry has begun to import advanced equipment. Up 
io now, nearly 100 enterprises have spent over $40 
million to import sausage and Western style ham pro- 
duction lines and individual pieces of equipment and 
have begun to produce over LOO Western style products, 
including German, French and Italian. However, due to 
the influence of the market, consumption level, flavor, 
and cating habits, most consumers still like Chinese 
products. Although there is a market for Western-style 
products, Chinese-style products often outsell Western. 
style products. Currently, except for Beying, Tianjin and 
Shanghai, most equipment imported by companies is 
semi-shutdown or idle, quality, variety, and output do 
not reach planned capacity, processing technology 1s still 
in the absorption stage, and most economic returns are 
not ideal, even to the point of being a burden on these 
enterprises 


Nutritionally, China's food habits are unscientific: Mal 
nutrition exists, primarily due to inadequate intake of 
protein. China’s average consumption of animal protein 
(meat, eggs and milk), primary sources of protein, 1s far 
below that of the developed countries. There 1s also the 
problem of relative excess of nutrents, i.c., intake of 
orie matenals exceeds standards. In production of 
meat products in particular the issue of nutrition has not 
been raised to a scientific level and made a guiding 
principle of production so that many of China's limited 
resources are wasted. In addition, we fall far short of 
international levels in terms of sanitation, packaging 
freshness, storage, shipping and markets 


ihe meat products industry 1s underdeveloped and meat 
consumption needs to be promoted. It seems that now 
we need to Start research on “lessons about meat prod 
in light of domestic demand and consump 
tion habits. change products with Western-style flavor 
Western-style products with Chinese flavor to 
nprove acceptability of Western-style products in the 
domestic market, fully develop Western techniques and 
ndustnalized production, increase output and variety 
and inprove quality and market competition ability 
Fully develop the capability of imported technology by 


ucts (ore 
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(hen Since the ¢€ ht L ongress, our party has drawn a 
scientific inference, through pooling collective wisdom and 
pias tical cCa~apernichee ial a planned commodity economy 
on the Dasis Of the public Ownership is dominant at China's 
present siage. This serves as a scientific summary of long 
term disputes on the issue of planning- market relations. Th 
socialist economy isa unity of the Planned and commodity 
economies, ifn which the rules of planned de lopment and 
value jointly piay a regulatory fol Planned regulator 
means that the socrely car ONSCIENLOUSTY arrange socia 


production in proportion, while market regulation refers 


the realization of a proportionate development in socia 
production through a market structure Planned and market 
regulations are Mutually intiitrat and tha 
planned regulation should be carned oul in accordance 
Markel hange' whi naract regulal ! at ig wiihow 
ir “ar in ’ | ree ' ! pla ng Vilas dan 
mmMmod Ceula no gra | f rr 
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secondary, and it is also incorrect to tell the prin ipal 
irom the subordinate between the two. If we tail to 
accord ourselves with market demands and information 
while working oul plans, we can neither do 4 good job in 
Organizing the market, nor work out any eflective plans 


Ihe concept that “planning is for the macroeconom 
while market, the microeconomy i also untenabl 


in nerally spe aking the Macrok i | if ine ry nary) ware 


subjected to more influences and restrictior ! plan 
hing, while the microlevels are under greater regulation 
and impact of market. However. in the final analyveais. the 
macro and microlevels of the economy should embody 
both demands of market and planning. N nat 
whether it 1s planning or market. th nies inc 
lunctions are ubiquitous Maraist politica nomics 
iis us Thal as a Dae ule 1 ity vii a nor 
il ii ! luc g p | nti 
mict Dut als 1] : : 
lundamental Pasis for ti pert armor niegra 
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Implement Plannin and Nynage mony over the com 
modity economy, however, hey Should set (heir eyes on 


enlivening, rather than exercising too rigid a control 
over, the economy. This is @ basic starting point for us to 
do a good job of economic work at the present stage 


\ good leader should have a profound understanding 
and perfect mastery of the operating rule of the com 
modity economy and, on this basis, work out screntiti 
plans and policy decisions in light of local realities 
Attention should be paid to both social and market 
demands, and the present state of natural recourses. It is 
imperative to keep abreast of social and market needs as 
well as the present State of natural resources, belore 
working out scientific policy decisions and plans. Top 
priornty should be given to the former, while the latter is 
placed on a secondary position. By so domg, we can 
Manage to retrain not only trom working Out policy 
decisions and plans on the basis of subjective assump 
tions, but also from giving arbitrary and impracticabl 


orders as a result of placing planning above market 


Viarch Food Import Figures Released 
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support their energy saving technical renovation pro 
grams, China Chemical Industry News said in its 
Tuesday issue 


The money indicates the State's determination to update 
the technology level of the country’s some 2,000 smal! 
sized chemical fertilizer factories, it said 


The factories were developed with China's own tech 
nology in the late 1950s and the majority of them are still 
running with outdated technology and consume a large 
amount of energy each year 


However, they have been playing a very important role 
in China's drive to increase agricultural harvests over the 
past three decades 


those factones produced 56.4 percent of 
)) millon tons of chemical fertilizers 


Last vear 
China's total 90 
the report said 


But almost all of their products are low-efficient nitrog 
enous fertilizers 


To change these conditions, the Ministry of Chemical 
Industry several years ago started a technical renovation 
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experiment in some factories to turn them from pro 
ducing low-elhcent nitrogenous fertilizer to urea=a 
high-ellicient fertilizer badly needed by farmers 


And the results have proven it a success, it said 


For instance, it said, the Shouguang Chemical Fertulizer 
Factory in Shandong Province earned 4.98 million yuan 
($957,690) in taxes and profts last year after completion 
of its technical renovation. Before that, the factory lost a 
total of 14.20 millon yuan ($2.73 million) over 10 years 
it said 


So far, || of those factories have turned to producing 
urea after technical renovation 


Thus, the Ministry of Chemical Industry has decided to 
carry out the energy saving and technical 
updating renovation program in the Eighth Five-Year 
Pian period (1991-95) in order to rae their efficiency 


\ porous ‘ 


irrentiy, about a quarter of the small-sized chemical 
fertilizer plants are still losing money due to high stock 
piles of low quality products 
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—* Vnduan Interviewed on Prostitution 
Problem 


YiC M0047 A Shanghai MINZHUL YU bAZHI 
[DEMOCRACY AND THE LEGAL SYSTEM) 
in Chinese No 138, 12 Jan 91 pp 42-34 


[Article by Ma Li (7456 0448): “Don't Let a Historically 
Ugly Phenomenon Be Revived—An Interview With 
Wang \ingjyuan, Scholar on Women's Issues”) 


[Teat] The revival of prostitution inevitably makes us 
worry. It was with this great and heavy concern that we 
interviewed Comrade Wang Xingjuan [4769 5887 1227), 
director of the Management Science Research Institute 
and an expert on women’s issues 


Comrade Wang \ingjuan said that “a voluntary fall is an 
important characteristic of those presently selling sex" 
This is the starting point for analyzing the behavior of 
those who sell sex 


When she looked at the reform of prostitutes in the New 
China of 1949, Comrade Wang felt that those prostitutes 
were victims of the old society, and they generated 
widespread sympathy At the time, when areas like 
Beijing and Shanghai were closing brothels, almost all 

ostitutes had been forced, lured, or sold into their 

en State. In China's ancient classics one can also see 

A many women from good families fell into the fire 
cither because of hardships or because they were lured by 
bad people They could not help it, and they still 
dreamed day and night of “rehabilitation The story of 
Tenth Maiden Du angrily opening the box of hundred 
treasures, a tragic love story handed down through the 
ages, stirs people s emotions to this day 


However, most of today’s prostitutes want to be prost: 
tutes, or to pul tt another way, they have tallen volun 
taniy in 1989. when Comrade Wang \ingjuan invest 
gated the criminal motivation of prostitutes at 
reeducation centers in Gouangzhou. she learned that on 

» percent were forced into prostitution, while over ¢ 


| engaged in it for profi or pleasure 
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the existence of this kind of repulsive phenomenon is 
one common measure of whether a society is cultured 
and healthy or corrupt and degenerate 


There are only sellers when there are buyers. Most 
customers in the old society belonged to the exploitative 
Class they were high officials, tycoons, and playboys, of 
nouveau fiche or drifting scoundrels They worshipped 
drink, sex, riches, and fashion, and sank into a stupor of 
eating, drinking, whoring, and gambling This was epit 
omized in historical literature by the wanton and carnal 
Ximen Qing 


Today, part of this degenerate legacy still exists within 
the customers of prostitution. Looking at their occupa 
tions, there are apparently some new characteristics 


Comrade Wang Ningjuan said that from January to 
November |988. the Public Security Bureau in a 
southern district analyzed the customers it had arrested 
The results were as follows 


There were 47.3 percent who were chauffeurs. 4.5 
percent were professionals, contractors, or single heads 
of household, 16.1 percent were cadres, and | 2.1 percent 
had no regular employment Chauffeurs, professionals 
contractors, and singles had on the whole benefited from 
the growing economy a! ning up. some were star 
tingly wealthy upstar' lom of employment and 
the advantages of tim 
conditions that pushed them into thei fall Of cours 
some were the dregs of society. and some were impressed 
by certain kinds of thought and did not want to 
burdened with a family. and they used prostitutes t 


money were the major 


satisty their sexual needs 


What is most astounding are the few cadres who degen 


crated into being customers They had weak aspirations 


and ambitions. and they pursued pi asure OMmpict 
mnoring party discipline and the nation’s laws P ' 
the investigation showed that percent of tl 
tomer Aer part, adre } " mriack " heart acl 
(omrade Wang \ Ngiuan said | ndoubtied rm the 
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and vain. We cannot ignore the fact that 7 percent of 
prostitutes stated flatly that they engaged in prostitution 
lor pleas. ° and the fact that customers buy sea prima: 
rily for pleasure 


In recent years, some decadent views of life have mixed 
with new ideas in people's minds and become corrosive 
“Free love’ and “sexual pleasure” are one of the most 
serious types. This kind of pornographic corruption 
attacked the superior moral tradition of the Chinese 
people, the more open the district was, the more prom- 
inent the problem became. From January to November 
|YSK. in One subdistrict in one of Guangdong’s special 
regions, prostitutes from each of the 23 provinces were 
arrested) The vast majority were from greater Shanghai 
where maternal living standards were more superior 
Beying, Shanghai, Guangzhou, Shenzhen, and other 
municipalities have discovered small numbers of female 
university students, faculty members, and engineers who 
work as prostitutes. They target mostly those coming 
from abroad, in committing these acts they lose their 
personal and national integrity, Their principal motive is 
io leave the country. At one reeducation center 5 per. 
cent of the prostitutes had tned unsuccessfully to marry 
a forener and leave the country, and then were lured 
into becoming prostitutes 


Sex has become a kind of commodity thrust upon the 
marketplace, prostitutes wait for the nght price to sell 
and then enter into the transaction. The ever growing 
liimitiess desire and declining morals are ‘ike a dev)! 
enticing group after group of weak-willed women into a 
quagmire 


( hina had proudly announced the eradication of ven 
liisease on the mainland. After the prohibition of 
tution, sexual diseases. which were a byproduct of 


iitutven. lost ther sources and carners. This was 


the cars of a healthy society People were nm 


necr plagued by “obscene diseases. and descendants 
i have to agonize over the tortuous path of ther 
bearers We looked with contempt upon the deten 


ration of the capitalist world, with its venereal diseases 
and AIDS 


should square face the tact thal we don 
ansoiu now Suddenly there are many rumors 


ma there is an increase if the 
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fine. Those with the bacteria become disease carriers 
When they continue their search for illicit sea, and mia 
with wives and family, they freely spread the diseases 


We must pay attention to the maturation of pubescent 
girls, Comrade Wang Ningjyuan feels that this is the 
crucial period in a person's life. One misstep in this 
period can ruin the rest of one's life. Vet reality is bitter 
According to an investigation at one town's reeducation- 
through-labor facility, 68 percent of the prostitutes were 
between the ages of 16 and 20, the youngest prostitute 
was only i4 


Comrade Wang Ningjuan feels that these girls were most 
restless during puberty and did not receive proper sex 
education and guidance In addition, there were gaps in 
proper family upbringing and formal education, so some 
of these children were lured onto a crooked road by their 
desires for material goods and by bad people Once they 
lost their footing, it was very difficull to save them 
Some, after stumbling, suffered family and social preju- 
dice, and so “reentered” or “thrice entered” the crooked 
road. Others simply sank deeper and deeper into the 
mud, finding it difficult to pull themselves out because 
their lives were already destroyed 


Comrade Wang Xingyuan recommended strengthening 
sex education for pubescent girls The education should 
include sexual physiology. psychology how venereal 
diseases are transmitted, contraception, and sexual 
morals At the minimum, this wall help them overcome 
their ignorance about sex and reinforce their ability to 
resist sexual pollution in the environment 


The investigation shows that sexual crimes, prostitution 
and those who patronize «t are closely linked to the 
spread of pornographic videos and publications Such 
videos and publications which disseminate decadent 
degenerative, and vacuous lifestyles and low-class things 
are seriously ideologically corrosive One must go one 
step further and start up anti-pornography activities and 
prohibit the publication, reproduction. and distribution 
! sexually obscene videos. books. and periodicals At 
the same time we mus’ spread and strengthen moral 
education The standards for people's moral thoughts 
must be ransed and the power of corrosive bourgeor 
thinking must be resisted This rs one link in the chain to 


stop the prostitution rhe nomenon 
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only have 30 years to repay her The returned student 
had recently received his doctoral degree in Australia 
and he had come to visit because he had heard that the 
service center advocated a (two-way option for jobs for 
vanous students returning from overseas study. as well 
as for units in need of personnel, In recent months 
hundreds of returned students have received confirma 
tion for jobs for the motherland 


According to relevant statistics, in each of the past two 
years nearly |,000 students returned from overseas after 
obtaining their doctorates. In order to broaden the range 
of occupations for returned students to a new degree, the 
Chinese government has in recent years offered freedon 
of choice for jobs, implemented the movement of ta 

ented personnel and rational competition, and executed 
various tasks connected with the two-way option. For 
cxampile, it allows returned students to apply for jobs in 
government organizations, institutes of higher learning 
scientific research departments, companies, enterprises 
collectively owned units. foreign-invested enterprises 
and vanous units and international organizations that 
(hina operates in Hong Kong and Macao. Because ot a 
temporary lack of working conditions in China, some 
returned students could choose the method of working in 
(hina tor a penod and then working overseas. On the 


hasis of their work requirements, returned students 


could be sent abroa gain to investigate. interview 
engage in advanced studies, or participate in cooperat 
After their ser 


research and international conferences 
¢ period 1s over, they could apply to go abroad att 
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information directly from students who had returned 
and not received job confirmations, Using the newspa 
pers, it Quickly relayed this information to domestx 
units needing personnel, On the other hand, it relayed 
news about the demand domestic units had for talents 
who had studied overseas—including what types of 
majors were needed, qualification levels, and the pos- 
sible work and living conditions offered—to students 
studying abroad, using the news media 


In the three short months since November 1990, the 
readjustment of the aforementioned style of service has 
received warm attention and a positive response from 
vanmous sectors of society. There have been letters 
requesting information about doctoral students from the 
CPC United Front Work Department, the China Peo 
ple's University; the China Mining University, the No 
Institute of Machine-building and Electronics, and 

the Institute of Automation under the Chinese Academy 
of Scrences. Zhu Shun, head of the Ministry of Geology 
and Mineral Resources, specifically asked parties con 
cerned about a returned student—introduced in the 
newspaper—with a doctorate in geology. The Supreme 
People's Court telephoned, hoping to engage a returned 
student who had studied international economic law 
Professor Zhou Sheng of the Being Aeronautics and 
Space Institute hoped to have a returned student with a 
doctorate work in the state laboratory he heads. In a 
letter, Lu Yongxiang, president of Zhejiang University 
expressed his warm welcome for outstanding returned 
students with doctorates who would devote themselves 
teaching scientific research in his school. Their remu 
ration would be high. The China Science and Tech 
nology University, Chengdu Science and Technology 
rity. Xian Communications University, Jilin 
Lniversity. Central China University of Science and 
Engineering, and the Southeast University (formerly the 
ollege) all sent in their respective 
hoping 


Nanjing Engineering ¢ 
rements for protessiona personne 

' students would work in their units. Sometimes 
ix units all vied for one returned doctorat 
Some students who were back visiting thei 
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— In order to create conditions in which returned stu- 
dents may compete fairly, after returned students with 
doctorates decide their unit, and the educational office 
at the originating Chinese embassy (consulate) makes 
a recommendation, and the unit accepting the student 
is appraised and decided, the state allocates subsi- 
dizing funds for starting scientific research directly to 
the units. This guarantees continuity of scientific 
research for returned students, After returning to 
China, outstanding, talented students could receive 
separate subsidies from the “Huo Yingdong Educa- 
tion Fund", the “Scientific Research Fund for Out- 
standing Young Teachers in Higher Education”; and 
screntific research funds from the ministries under 
which they work, for initial research on projects within 
their own special field. Outstanding talents could also 
obtain special assistance through introductions from 
renowned scientists and after approval from parties 
concerned. Students who are still studying abroad 
could submit the scientific research topic they want to 
work on to the State Natural Sciences Foundation for 
early appraisal. If permission is granted, they could 
receive a subsidy as soon as they get back 


In order to guarantee that returned students will not 
be separated from their families when they have been 
guaranteed a job in a certain unit, the personnel 
department has recently proposed a policy. It states 
that local governments should be responsible for 
taking the spouses and children of returned doctoral 
tudents with assigned jobs and transferring them to 
the region in which the students will work 


-Regarding the trouble some units are having with 
resolving housing problems for returned students, Li 
Ruihuan, member of the standing committee of the 
Central Committee's Political Bureau, said, “It 1s 
reasonable tor overseas students to demand appro- 
priate living quarters when they come back to work 
Even a chicken needs a nest’ It was learned that the 
State Counci! has decided to build lots of commodity 
housing in the areas of Being where institutes of 

gher learning and science and technology depart- 
ments are clustered. Returned students could buy this 
ommodity housing at fixed prices just as local resi- 
dents can Relevant departments in the central gov- 
rnment have already allocated special funds for this 
initied solution. and the Beying municipality will be 

mmiussioned to carry out the task. At the same time 


the state 1s considering using financial subsidies to 
solve returned students’ housing problems 
Va is placement services for returned students are 


»} take shape An information network about 
and demand tor talented personne! has been 
autiously and conscientiously formed. the service 
cts as a bridge to coordinate various aspects of 

n a down-to-earth manner. It was learned that 


heginning t 


the SUDDI\ 


the service center 1s planning to organize a conference 
this ir in Beying, armed at strengthening services for 
i students. The enter will discuss how to CoOoT 


returned 


issigt and rational, ul 
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students with the various ministries and commissions, 
and some institutes of higher learning and scientific 
research departments, Furthermore, the service center 
plans to expand its contacts to areas overseas where the 
students are concentrated. By making more contacts 
with overseas students and making more frends, it will 
provide direct services for them 


Ata 1990 management conference for overseas students 
from the National Public Health System, Li Tieying, 
State Council member and director of the State Educa- 
tion Commission, said that management departments at 
all levels that handle students studying abroad must use 
service to spur education and management. He said they 
must strive to work harder for overseas students, and 
help them resolve problems. By serving them, they 
should create various conditions to enable the students 
to contribute to building the motherland 


VD, AIDS Spreading Widely 
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[Article by Huang Chin (7806 2516) “VD and AIDS 
China's New Problem") 


[Text] In 1964 the Chinese Government, led by Mao 
Zedong, announced to the world: Venereal disease (VD) 
has basically been eliminated in China. Like the pride of 
the party of a country that claimed it “had neither 
external nor internal debt,” the pride of the CPC in this 
achievement did not last long. The Chinese Government 
now “possesses” several tens of billion U.S. dollars in 
external and internal debt, and, since China opened up 
to the outside world in 1979. VD has again quietly 
entered through China's wide-open gates and 1s 
spreading throughout the country 


VD Stages a Comeback 


Before 1987, although there were VD cases reported in 
China, they did not draw the attention of governments at 
all levels, and thus there were no surveys and statistics 
After the beginning of 1987. interchange between China 
and foreign countries expanded, and reports of cases of 
various kinds of VD constantly increased. From that 
time on VD prevention and treatment organizations 
formally set up by officials, have appeared in China and 
have compiled statistics on VD 


Data trom the Disease Prevention Department of 
China's Ministry of Public Health shows that, in the 10 
vears since the late seventies. when the first case of 
venereal disease was discovered, there have been more 
than 204,000 cases reported, and they have extended to 
all provinces, municipalities, and autonomous regions 


According to statistics from “VD monitoring centers 
set up by the Disease Prevention Department in |6 key 
cities in China. the incidence 


cites 1s 2.1 on MO on average 
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as high as 33.6 in 1,000, which is the high level of the 
incidence of VD in Western countnes, For China as a 
whole, the incidence of VD in 1989 increased by more 
than 105 percent as compared with that in 1988, It must 
not be overlooked that all of the above-mentioned Sta- 
tistics are based on officially controlled data. However, 
experts estimate that, because of a lack of special orga- 
nizations to treat VD and because of the widespread 
psychological attitude of hiding the sickness for fear of 
treatment, in reality the number of people intected by 
venereal disease 1s probably two or three umes higher 
than the number in the official statistics 


VD Penetrates All Places 


The Beying Skin Disease Prevention and Treatment 
Research Center, set up in early 1987, was Beiing's first 
organization for the treatment and prevention of VD 
According to its statistics, 427 cases of VD were reported 
in 1987; this figure rose to 525 in 1988, and in 1989 it 
exceeded 1,000. The center also estimates that the 
number of people infected with VD in Bening, at the 
very least, 1s more than 50 percent higher than the 
recorded figure 


In China’s largest city, Shanghai, the first case of acute 
gonorrhea was discovered in the autumn of 1979, after 
which the number of people infected with VD increased 
at an annual rate of 4.2 times. A characteristic of VD in 
Shanghai Municipality is that the proportion of infected 
teenagers 18 constantly rising. This mse is especially 
evident in teenage disciplinary centers, as well as in 
work-study schools and other organizations for the reed- 
ucation through labor of juvenile delinquents. Among 
young girls guilty of sex offenses, the proportion infected 
with VD 1s as high as 47 percent. When six young girls 
flenses were given physical 


who had mmitted sex 


eXaminations on a ng at a work-study school. five 
were found to be infected with VD. They were onls 
about S vears 
In a if m™ nu lirector of the Sichuan Skin 
Disea nstitute said that there have appeared two 
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Why Is the VD Problem Becoming More Serious With 
kach Passing Day? 


The Chinese media blame the VD problem, which 1s 
becoming more serious with each passing day, on “bour- 
geois liberalization.” The media maintain that the 
opening up of China's society to the outside world led to 
an inundation of “bourgeois ideas” and “bourgeois 
lifestyles,” which caused the appearance in China of 
prostitution, harlotry, sexual promiscuity, and other 
phenomena that run counter to socialism, and which 
caused VD to become rampant 


VD 1s really caused by prostitution, harlotry, and sexual 
promiscuity, but it is not necessarily related to the 
“bourgeoisie.” In any society, no matter whether it ts 
capitalist or socialist, these social phenouwena exist, with 
the only difference being whether they are public or not 
acknowledged or not 


More than 10 years ago China initiated the policy of 
reform and opening up to the outside world. Air from the 
outside world, through this gradually opening crack, 
slowly blew into China, which had been sealed off for 
many years. The masses on the Chinese mainland grad- 
ually widened their horizons, and they came to under- 
stand that outside China’s borders there existed a won- 
dertul world unlike China. Out of curiosity an? a sense 
of novelty, they did not distinguish the good trom the 
bad in all the things flowing into China. They took in all 
of them. A large number of official traders and indi 
vidual households that had become wealthy, as well as 
drivers of automobiles who emerged with the develop- 
ment of the economy, “dressing warmly and cating thet 
fill, their thoughts turning to lascivious desire.” naturally 
sought carnal pleasure. A number of women who pur- 
sued money and a life of pleasure willingly engaged in 
business with their “capital,” which they exchanged for 
wealth. honor, and vanity. Growing swiftly in this kind 
of soil in socrety, VD staged a comeback in China 


(Countermeasures Laken by Authorities 


To deal with this serious social problem, China's Min 
istry of Pub Health established the VD Experts Advi- 
sory Commuttee and set up some VD monitoring net 
work points throughout China At the same time VD 1s 

neer handled as a clos guarded secret. Over the 
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the second session of the VD Experts Advisory Com 
mittee, Which will emphasize the discussion and tormu- 
lation of some laws, regulations, and management 
methods concerning VD and rules for the statistical 
monitoring of it 


Invasion of AIDS 


While VD was becoming widespread and prevalent in 
(hina, another more tearsome sexually transmitted fatal 
illness —ALDS—quietly slipped into the country. Several 
years ago the shadow of AIDS enveloped Western coun- 
tries, and the Chinese people were seemingly unaffected 
by \t the most it was only a topic for conversation 
over a cup of tea or after a meal, because they thought 
that this fearsome, incurable disease was so far away 
from China that it seemed to be on another celestial 


pod) 


In June 1985 an Argentine with U.S. citizenship who was 
aveling in China died of an illness in Beijing's Xiche 
Hospital. In the report on his death, the doctors for the 
e put down in writing the name of the dreaded 
disease AIDS. This was the first case in history of AIDS 
being discovered on the Chinese mainland. Its feartul 
shadow had finally been cast over the land of China. For 
several years afterward, the constant stream of foreigners 
ntering China were examined, and some were found to 
be infected with AIDS; as of 1989, a total of 23 for- 
eigners, because they were infected, had been given a 
deadline to leave the country 


first un 


in September 1988, a number of foreign students who 
had just started their studies at Zhejiang University were 
physical examinations. A student from 
\fmca had a positive reaction to the AIDS antibody, and 

lepartments concerned became extremely nervous 


: — The : 
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Bering sent personne! to reexamine the student, and the 
sull was an unambiguous confirmation that left no 
doubt. The authornties in Hangzhou City 

late tightened their control of the student's 


ities, notified his country through diplomatic chan 

ind told him to leave China. However, this Afncan 

9— as se to death, for the sake of “indulging in 
while there was still time.” went so tar as to 

the most rudimentary and intuitive knowledge 

> two or three days before leaving China 
his own country, using gold necklaces as 
acd sexual contacts with two women. Fortu 
1 18 @ country in which 
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41 October 1989, Cao Qing [2580 1987], deputy director 
of the Disease Prevention Department in the Ministry of 
Public Health, appeared on a news hookup progam of 
Beijing Central Television, Solemnly he told 300 million 
Chinese viewers: The first Chinese residing on the main- 
land to be infected with AIDS has been discovered, The 
patient was a male salesclerk in a Beying shop, Addicted 
to homosexuality, he caught this fatal disease of the 
century from a foreign sexual partner, Taking the place 
of a reporter, the government official broadcast the news 
that in all probability this was not the only case on the 
(Chinese mainiand, and that it showed how much atten- 
tion the Chinese Government was paying to the matter 
From this ime on, everyone understood that China was 
no longer a “pure land” free trom AIDS 


Statistics in Western countnes show that there 1s a direct 
ratio between the incidence of VD and the incidence of 
AIDS. In recent years the incidence of VD has shot up, 
providing an ominous signal that AIDS could become 
prevalent on the Chinese mainland. According to Min- 
istry of Public Health statistics up to the end of 1989, on 
the Chinese mainland there were 194 reported cases of 
people infected with AIDS, of which 41 were foreigners 
and 153 were Chinese. Of the 153 Chinese, 146 were 
addicted to heroin, and all 146 were discovered in 
Yunnan’ 


That is to say, 2! times more persons were infected with 
AIDS by the injection of heroin into their veins than by 
sexual contact. This unexpected result means that the 
campaign “to wipe out pornography,’ which 1s being 
waged to prevent VD. will only be able to have a small 


effect. Another, more dreaded way to transmit AIDS— 
taking drugs—has now become the objective that needs 
i he dealt with even more 

W anding Ie j | J Tale | ong nhuan respectivels one 
town and thre: nties in western Yunnan that border 


yn Burma, for geographical, nationality. and even his- 


torical reasons, ha ilwavs had close ties to Burma. The 


“Golden Triangle i famous drug base, 1s not far from 


them, and so drug smuggling is rampant there and drug 
addicts are numerous. In addition, the educational level 
is low and hygiene ts poor. It 1s easy for AIDS to be 
transmitted wh lrug add: ndiscriminately inject 
, nto th ' 
T} iis ree number of AIDS cases in 
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allocated 27 million yuan in renminbi to enhance the 
monitoring of AIDS in Yunnan, In the three years from 
1990 to 1992, key examinations of 100,000 persons are 
to be completed, representing 33 times the amount of 
work done in this respect in the past. WHO has even 
expressed its concern about the situation in Yunnan, and 
has sent experts to provide support and to draw up a 
three-year medium-term prevention and treatment plan 
However, by October 1990 a total of 446 persons in 
China had been discovered to have had a positive 
reaction to the AIDS antibody, Of them 68 were for- 
eigners and the remaining 378 were Chinese citizens 
And of the 378 persons, 368 had been monitored in 
Yunnan 


An American AIDS expert, Fuesi [1381 2448], thinks 
that the disease is not yet a serious problem in China, but 
that, since one of the ways that AIDS is transmitted ts 


either by the transfusion of blood or the injection of 


blood products, it is now a task of top priority to 
examine all blood donors in China for the AIDS virus 
Fu-si said that in China the testing for AIDS should not 
be limited to some of its cities, but should be carried out 
nationwide. In light of this, the relevant departments in 
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China have strengthened AIDS prevention and treat 
ment, All provinces, autonomous regions, and munici 
palities have now begun to monitor the disease, The 
Ministry of Public Health has set up three laboratories 
for the authenticating of AIDS as a first step in system- 
atizing its prevention and treatment, 


In contrast to the various types of VD, which are 
relatively controllable, AIDS is the “fatal disease of the 
century’ and the greatest threat to mankind. On 20 
January 1988, WHO held in London a conference on 
AIDS, the declaration of which pointed out that AIDS 
had become a serious problem for the entire world, and 
called on the governments and peoples of all countries to 
make strenuous efforts to deal with it 


Concluding Remarks 


VD and AIDS are not necessarily in direct proportion to 
the degree of China's reform and its society's opening up 
to the outside world. If the relevant quarters in China 
would regard them as social problems and not “ideolog 
ical problems,” and would do some more effective 
actual work on them, | believe this would be more 
advantageous for the control and for the prevention and 
treatment of VD and AIDS 
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CENTRAL-SOUTH REGION 


Maintaining Social Order in Daqiao Township 


9/CMO0208A Shanghai SHEHU! (SOCIETY) 
in Chinese No 1, Jan 91 pp 20-21 


[Article by the Comprehensive Public Security Manage- 
ment Office of the Shanghai Municipal Public Security: 
“Daqiao Township's Experience in Protecting Society's 
Public Security”) 


[Text] In recent years public security in Daqiao Town- 
ship, Pingjian County, Hunan Province, has been stable 
and good, There have been no crimes or major public 
security cases. The township is characterized by its 
economic development, reduced crime rate, and well- 
maintained public security. The reason the township's 
social order 1s so good 1s due primarily to the strength- 
ening of grassroots party and government organizations 
Party and government organizations at both the town- 
ship and village levels are strong and powertul. They 
used their role as a political core as well as a fighting 
force fairly well, and united and led the masses in 
maintaining social stability. 


1. Continuously improve party members’ political quality 
and fully utilize them as models and vanguards for main- 
taining public security in society. In recent years the 
township party committee emphasized the following 
items: The first item was to establish a party school using 
self-raised funds. Every year the township party school 
provides training on quarterly basis to party members 
above the level of group leader. Following this training 
party members in each party branch organization hold 
study sessions in order to improve their political quality 
The second item was to organize the masses to evaluate 
party branch members each year, and recognize out- 
standing party branches and party members and cadres 
at the end of each year. Meanwhile, they severely disci- 
plined party members and cadres who violated laws, and 
publicly announced the results of the disciplinary actions 


to the masses. For example, the deputy secretary of 


Baiping’s party branch—who was also the viliage head— 
embezzled 150 yuan of public funds. After discovering 
this, the township immediately organized an audit and 
took disciplinary action against him. He was ordered to 
make a public self-criticism before the party branch and 
mass meetings. His case was reported throughout the 
township. The third item was to focus on training and 
recruiting party members, as well as to replenish key 
cadres at the grassroots level. In the past four years, the 
township has developed 31 party members, and they 
have already taken up responsible positions at the village 
and party branch levels. They have become the vanguard 
and backbone to every asvect of work 


Il. Sincerely implement various rural policies and try to 
reduce various unstable elements. After the production 
contract responsibility system was carried out in the 
countryside, disputes readily arose over the mghts to 
forest, pasture, and water resources. Also, there was 
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fighting because of the contradiction between supply and 
demand for agricultural production materials. In this 
situation, the township leadership went to key areas and 
conducted in-depth, case-by-case research and surveys. 
They gradually investigated over 18 instances of disputes 
over rights to forest, pasture, and water resources. They 
solicited a wide range of public opinion and again 
clarified the rights according to relevant policies. Thus 
more than 100 contracts for forest, pasture, and water 
resources were implemented in the township without a 
single incident. In order to protect peasants’ enthusiasm 
for grain production, they paid particular attention to 
implementing policies linking grains, oils, and chemical 
fertilizers, and also to implementing birth control poli- 
cies. Before the busy time between the spring planting 
and the autumn harvest, township cadres contacted 
grain purchasing and supplying departments, organized 
supplies of production materials such as chemical fertil- 
izers and pesticides, and arranged deliveries and sales of 
grain and oil. In this way they reduced peasants’ anxi- 
eties and ensured that each year 28,280 jin of chemical 
fertilizer were distnbuted and over 500,000 jin of grain 
were sold and delivered throughout the township. While 
implementing the birth control policy, they gave priority 
in land adjustment to households in which the husband 
had come to live with the wife's family. Each village 
established its own nursing home in order to care for the 
single elderly. They appropriately adjusted land 
according to births, deaths, and changes in residence, 
reducing the phenomenon of people “having no fields to 
cultivate,” and preventing disputes from arising over 
this. At the same time they paid particular attention to 
developing rural enterpmses and managing surplus rural 
labor, and tried to reduce the sources of social distur- 
bances. Village cadres checked, examined, and approved 
young peasants leaving the area to work elsewhere. They 
controlled such movement without killing it; they gave it 
direction, so that it would not be an added burden on 
society 


Ill. Organize and expand various propaganda and educa- 
tional activities, uphold the position socialist ideology has 
in the countryside, and remove the conditions that lead to 
crimes. First the township established 13 night schools, 
and 159 village groups formed study rooms. Sixty per- 
cent of villages in the township organized senior citizen 
associations composed large!. of ,etired cadres. These 
associations assisted the villages in disseminating propa- 
ganda and education, as well as ‘a guiding students. The 
whole township establist ea boo casting network 
which reached more than /) percent uf the households 
The township achieved « yadcast'’ g line in the air, a 
propaganda bulletin on eveiy wall, a newspaper in every 
household, and a propaganda me™her in every village 
group.” Second, they established i ree teams and two 
centers” to meet the needs of the growing number of 
rural vouths. The “three teams and two centers” refer to 
the creation of a theatrical team, a propaganda team, and 
a marshal arts .eam in each village, and the establish- 
ment of a cultural center and movie theater in the 
township. Third, they promoted campaigns for the “five 
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goods’ households, “model mothers- anu daughters- 
in-law,’ and “model peasants.”’ In 1989 the township 
produced |,200 “tive goods” households, 163 pairs of 
“model mothers- and daughters-in-law,”’ and 123 
“model peasant youths.” Fourth, they improved the 
education and management of the population. They 
created guidance groups to assist 35 petty thieves and 
five gamblers. With the guidance, over 80 percent 
showed improvement. Fifth, they held various mass 
meetings to report on criminals and criminal activities 
During |989's Spring Festival, gambling and teudal 
superstition surfaced in some village groups. The town- 
ship party committee and government immediately held 
mass meetings to explain the seriousness and danger ot 
gambling and superstition. They called upon the masses 
to stand firm against gambling and feudal superstition 
These measures were effective in curbing gambling and 
superstitious activities 


IV. Strengthen the leadership over legal, joint defense, 
and public security organizations. The township estab 
lished a legal institute and a joint defense institute. These 
institutes are staffed with six full-time professionals who 
have strong political and professional qualities. Every 
village, as well as those institutions directly under the 
township government, formed their own public security 
associations. The associations have a staff of 67 security 
personnel who were appointed by the township govern- 
ment and who have specific duties and responsibilities 
The staff of these three organizations are under the 
unified management and direct leadership of the polit 
ical and legal secretary of the township party committee: 
They are not usually used for matters unrelated to 
security. Therefore they give full play to their usefulness 
and receive praise from the masses 


\. Work on building political power at the village level, 
and fully utilize village-level organizations when control- 
ling society's public security. First, pay a tention to 
building the village party committee group. Focus on 
people with upright characters, a sense of justice, mech 
experiences, strong abilities, who are bold and resolute in 
their work, and who have prestige among the masscs 
and select them for village-level leading groups. These 
people should be realistically compensated for their work 
n order to keep a stable force. Second, support the 
responsibility system in which township cadres to go 
G tne villages and live and eat with the masses 
Thus they can understand the masses’ situation, bh 

ncerned with their pains, and solve their problems in a 
timely manner. At the same time, township cadres 
should help establish enforceable village laws and regu 
ations that the masses have requested. Third, seriously 
mplement the village-level responsibility system. The 


wnship government evaluates each individual village 
inder a ‘1,000 point system.” The system sets the goals 
for economic development as well as the tasks tor 


nanaging public security in a village. Under the system 
party branch secretary and the village head handle 
salanes, and bonuses are handled above the v: age ieve 


J at the end of the vear. and 


f iluations are conducted 
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rewards based on the evaluations are given out. In this 
way, Daqiao township enhanced the management ability 
of village-level organizations and fully utilized the role of 
Village-level organizations 


Maintaining Social Stability in Rural Areas 


9/CM0270A Shanghai SHEHUI (SOCIETY) 
in Chinese No 1, 20 Jan 91 pp 22-24 


[Article from the General Administration Office of the 
Public Security Bureau, Hunan Province: “The Effective 
Route To Stabilizing Rural Social Order’’} 


[Text] The Taiping Street district is situated along the 
Hunan-Hube: provincial border. In the entire district 
there are a total of six towns, 110 villages, 1,167 peasant 
groups, 21,674 peasant households, and a total of 71,504 
people. In recent years, criminal, public security, and 
civil litigation cases have risen continually. According to 
a thorough investigation in 1989, the number of people 
involved in criminal or unlawtul conduct equalled about 
5.2 percent of the district's total population. There were 
over |, 700 cases involving civil disputes. Under the new 
Situation of implementing the household contract 
responsibility system, the household became the basic 
production unit. However, while the “person in charge” 
handied household production in many households, 
there was no conscious acceptance of responsibility for 
building a household spintual civilization. Thus there 
was a great increase in social contradictions. This taxed 
the great spirit of district and town cadres who worked 
on such disputes, and weakened cadres’ abilities to solve 
them. Under these circumstances, in early 1990 the 
district's party committee and public security office 
began to push the “tour heads” responsibility system, so 
as to strengthen the links between the heads of towns 
villages (heads of the village party committee), groups 
and households. They fully utilized the “four heads,” 
particularly the role of heads of household in building 
the two civilizations in villages. This basically enabled 
public security to be comprehensively administered in 
rural society and stabilized the entire district's rural 
politics, society, economy, and the hearts of the people 


1. A Basic Method for Enhancing the “Four Heads” 
Responsibility System 


To enhance the 
Qualified “four heads.’ The 


tour heads” responsibility system, there 
“three heads” of 
villages, and groups were selected by party orga- 
ically elected by the masses, they 


must O« 
1 * 8 


nizations and democrat 


had good qualities and enjoyed prestige among the 
masses. Only the numerous heads of households were 
not § hosen: they were neither elected by household 


appointed by grassroots organizations 
While in most households, production and living natu- 


rally created a “person in charge,” this person was only 
1 

charge of household matters, and generally had no 
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have key household member of clee the qualities of 
those members were very low in order to promote the 
“four heads” responsibility system. their first step was 


A Select a well-qualitied head of household 


| Define the standards for a qualified head of house 
hold After discussions Peasant delegates from 
various towns and villages, v party branches and 
town and district ) cOMMITICES ly studied the 
matter and ished the for the “four 
haves.” These are to have 4 political mind and a 
passionate love of the party and socialum. to have a 
concept of law and discipline. and to obey rules and 
—— to have authority in order to coordinate 

| onships among household members and to have 
managerial ability so one can lead the household in 
working (owards prosperity 


2 —« 4, mations according to the selection 
process process was that the household generated a 
report, the peasant group evaluated ii. and the village's 
party branch and party committee approved it First. 
each rural household completed a nomination form for 
its qualified head of household. filling in the basi 
information on its nominee. and giving the form to the 
head of the peasant group Neat the p head con. 
vened a meeting of all peasants in the vi over the age 
of 18 to discuss and evaluate the nominations Then the 
village's party branch and party committee caamined 
and considered the list of names from all peasant groups 
according to the standards of the “four haves.” and the 
village party committee issued qualified head of house. 
hold certificates all at the same time 


After the peasant groups finished their evaluations and 
the village committees their deliberations the district 

a total of 127 nominees For example. Mr Tang 
of Dongliux: Village, cast of Taiping Street, took his 
authority as husband seriously Although he had a pen. 
chant for penods of idleness. he considered Simecif 
the natural of household when filling out the 
nomination form However the peasant reviewed 
the matter and chose his wife instead This moved Mr 
Tang greatly and he told his wife about his determina. 
tion to cast off his “real man” airs and gain the confi. 
dence and undersianding of all the 


3. Determine 4 proxy to act as bead of household In 
some familes—such as those with mentally hand. 
capped members. those whose adult members had al! 
committed crimes. those with no authoritative person 
among the key members, of those with orphans or other 
minority dependents—it was not possible to clect a 
ified head of household from among the members 

were 607 peasant households that fit into this 
category To help these families obey the law and become 
prosperous. the various village party branches and party 
committees—afiter securing the concurrence of these 
peasant houscholds—appointed 186 neighbors 244 
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friends of relatives, 109 rural party members and 7A 
Peasant cadres W act as proxy heeds of the 
house 


After organizational approval, 20.415 households in the 
district were issued qualified head of household certifi 
cates Of these, 2,178 households, of 10.7 percent, had 
women appointed as heads, and 607. of | percent. had 


proses appointed 


The vast majority of the peasant masses were eatrem: ly 
serious about aan oe heads of househo!ds 


Some proposed that they be tested in ther ) ho nee 
and elected afler a discussion between wold 
members and vi cadres The day after t.. voted, 
some held how Meetings to study how to help sons 


who had committed robberies reform and start anew oF 
how to become a “five goods” household. Others had 
originally been the ‘person in charge.” bul because they 

committed robberies, they did not meet the require: 
ments ‘or being the head of the household According to 
the rus they should have appointed an proxy. bul they 
repeatedly capressed a determination to change their 
ways and pleaded to become the head After careful 
study. the village's party branch and party commuitice 
agreed to the request From now on. not only would they 
not break the law, but they would go heavily into 
screntific planting 


B Establish a “Four Heads Public Security Response. 
bility Syste ns 


Based on preparations for the “four heads. they worked 
to establish the “four heads” responsibility system. It 
had two measures in all 


|. Exablish responsibility goals for the “four heads © 


The goals for the heads of towns were |) Establish a 
tough force to comprehensively administer publi secu- 
rity 2) Earnestl and broadly disseminate education 
about laws 4) Earnestly work out comprehensive admin 
istrative measures. obtain guidance work and establish 
voluntary joint public security defenses between towns 
and villages 4) Stabilize and reduce the number of 
crvminal and civil cases, seek a 100-percent reeducation 
rate for lawbreakers and a 100-percent mediation rate 
for civil cases. and seek a 9O)-percent reform rate for 
lawbreakers and a 9O-percent arbitration rate in civil 
cases. 5) Strive to create “five withouts” towns towns 
without hoodlums. robbers and thieves. mayor cases. 
unresolvable contradictions that must be referred to 
higher authorities. and the scandalous phenomenon of 
the “sia vices.” 


The responsibility goals for chairmen of village party 
committees were |) Enhance the comprehensive admin- 
istration of village security, that is, the “four 
defenses” (against . fobbery, spies, and disasters 
affecting security), and guarantee the safety of peasants 
lives and property 2) Implement the village. group. and 
household public security contract responsibility sys- 
tems. and formulate village rules. civil contracts. and 
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household rules |) Mandile contracts for guidance work 
in villages. groups. and households educate and help 
lawbreakers in the village to obey the laws and become a 
new person with the “four haves” 4) Strengthen the 
Villages public security ComMItiC® establish mediation 
committees and a volunteer public security force, resolve 
the village's Public security issues, and appropriately 
arbitrate ci. il disputes to avoid having them “turn from 
ci ih to erumunal” suite Because of improper or untimely 
arbitration. 5) Strive to establish “three withouts” vil 
lages villages without criminal cases. public security 
caves. of cases appealed to higher authorities 


The responsibility goals of heads of peasant groups were 
|) Couide all peasants in the organization to study the 
laws fase law awareness respect and obey siate laws 
civil contracts, household rules, and social ethics. and 
sirive to be a new “four haves” person. 2) Encourage and 
guide heads of households to carry out their responsidi! 
ities and establish “two civilization” households 1) 
Keep a firm grip on the group's public security. handle 
the “four defenses” prevent crime. and help detect and 
handle criminal and security matters. and prevent and 
arbitrate civil disputes in a timely way 4) Properly guide 
lawbreakers in the group so that they may become new 
people 5) Lead villagers to produce. actively participate 
in establishing public welfare works and actively fulfill 
state and collectives task of turning over funds 


The responsibility goals of heads of households were |) 
Under the group's ‘eadership, earnestly carry out the 
responsibilities of the head of the household assume 
total responsibility for establishing the two civilizations 
inone’sown household 2) Organize household members 
to study politics. culture, science. and technical shills 
constantly raise household members socialist awareness 
and cultural and technological levels 4) Guide the entire 
household to respect and obey state laws. civil contracts 
and household discipline. effectively prevent fires 
thefts. and accidents. help and educate household mem. 
bers who break the law. and really govern and look after 
one's own household well 4) ize the whole house. 
hold to develop the “five good” family act vities (the 
“five goods” being a good political ideology. observance 
of the laws. a good household unit. prospernty through 
hard work. and fulfillment of the state and collective 
mission). and establish the new stance of respecting the 
elderly and loving the young. helping neighbors. sup- 
porting and helping the poor, and loving one's country 
and collective socialism $) Have planned development 
of production. raise the maternal and cultural standards 
of living. lead the entire household to work actively for 
the public good, and guarantee the completion of vanous 
collective tasks for the state 


2 At every level, sign documents showing responsibil)- 
tres for public security 


In order for the “four heads” to assume their responsi- 
bilities and have realistic responsibility goals which 
allowed cach to “look after his own area and contro! his 
own people well,” the “four heads” at cach level signed 
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security feaponeibilily documenta which they called 
‘pledges They pledged. on pain of economn puniwh 
ment to guarantee the loyal execution of their feapective 
responsibilities The head of household ‘pledged to the 
group head, who in turn to the village head who 
in turn pledged to the town who then pledged to 


the town's party committee chairman 


To guarantor that responsibilities wou 1 be met 
smoothl, the district also established systeme hy! feeular 
head-of-household meetings head-of household «lavees 
and ‘joint defense and joint regulation between conte 
vous Provinces and counties 


( Develop Multi-layered Education and Help 


Un the basis of establishing the “four heads respons 
bility system. the district began four-trered guidance 
activities for lawbreakers and backward youths with the 
goal of “leaching them to become prosperous and 
mature 


| Household guidance The district had already deter 
mined that its targets for household guidence were 
composed of two types of The first were back 
ward youths who were afraid of hard work. disliked rural 
labor and preferred idleness. they formed roaming 
groups or gangs After Chen's father was clected head of 
the household, Chen was identified as a clear target for 
household guidance His father felt deeply responsibic 
for guiding his son He presided at a household meeting 
to study Chen's guidance work and requested houschold 
members to be enthusiastically concerned with Chen 
and not biased Me demarded that Chen remorsefully 
change his errant ways and labor diligently Because of 
Chen's characteristic cultural qualities and love of 
machinery. the father bought a planting machine for him 
to operate Chen planted for the village. fearing neither 
sun nor rain. and took his responsibility seriously he 
guaranteed his quality charged reasonable fees and was 
praised by the masses 


2 Group guidance It was determined that there were 
153 targets for guidance in the district. These were 
mainly public security menaces which lacked the cond). 
tions for household guidance 


\ Jomnt village-group guidance The district determined 
that there were 185 lawbreakers who were public security 
menaces These were such difficult cases that group 
guidance alone was insufficient In these cases. from 
time to tume it was necessary for the village to give them 
guidance publicly 


4 Joint town-village guidance It was determined that 
the 41 people receiving joint guidance by the town and 
village were of two types. One type were criminals 
released for education The other type were lawbreakers 
who endangered public secunty. or those with lighter 
sentences who were more difficult to guide with group 
guidance alone. For these people, in addition to the 
regular group guidance. cach year the town government 
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held two class sessions within the sysiom and 
subjected lawbreakers to education on law and agricul: 
tural ter haology 


Afier lees than wa months of this four-tered guidance 
over 60 percent of those froceiving guidance in the 
district had clearly turned themselves around ihe rest 
also seemed to improve to various degrees 


1h Results of the “Pour Heads” 
thee dy a - 


Since the promulgation of the “four heads respons 
bility system in the Taiping Street District, there have 
been a variety of results 


A Heads of households have a stronger sense of wx ial 
responsibility They have conscientiously protected 
publu security, and strengthened the backbone for 
burlding the two civilizations 


Aller individual reports by households group appraisals 
and vi party c.muittee approval, the heads of 
hou felt pride and a sense of mission and gener 
ally linked household responsibility with social respon 
vibility To establish a “five goods” household, heads of 


bricklayer Liu was concerned only with cash and 
with his three sons They drifted 
was a thief one a confidence man. and one a gambler 
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themacives around The implementation of the ‘four 
haves responsibility s)stem has brought coordination 
between family and social education This has eflective!y 
strengthened rural ideological work improved the social 
climate and created a better climate in which youths can 
mature in a healthy) way 


( The public security situation has taken a clear turn for 
the better and the social order has become more table 


The district's public security situation had been lew than 
aceplable The peasant masses ‘feared daytime rob. 
beries and nighttime thefis wives feared thei husbands 
gombling and husbands feared that thei wives would 


“pero” rating in the county's political work evaluation 
After the “four haves” responsibility system began. in 
1990 the number of criminal cases decreased 10 percent 
compared to the same period the year before The 
number of public security cases decreased 44 percent. 
and the number of civil cases decreased 6 ) percent 
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NORTH REGION 


Tianjin Ruras Education Development Reported 
SA0 OS06449) Tianun TIANJIN RIBAO in Chines 
f Apr vip. 


By Shi Qian 1) 102 7505), Bing Fu (4426 01 26). and Van 
wi (53336540) “Tianjin Makes ( onsiderable Progress 
in Rural Education”) 


Excerpt) During the Seventh Five-Year Plan penod 
ianjins fural educational undertakings witnessed a 
great progress and an unprecedented historical change 


Since 1986, the rural areas in Tianjin have carned out 
reform of educational management system thus forming 
the new system of “running schools by three levels and 
managing «xhools by two levels” Al the same time 
compulsory education has been promoted by stages and 
iN groups. with townships and towns as the basi units 
Over the past few years. the rural educational undertak. 
ings have progressed to a new viage every year Thus far 
compulsory education has been made universal in 116 
townships and towns. accounting for $2 25 percent of 
the total During the Seventh Five-Year Plan period. in 
addition to state allocations the rural areas raised 250 
million yuan in funds and used them to rebuild unsafe 
schools During the past several years schools with a 
total floor space of | 947 million square meters were 
newly built, rebuili. or repaired, accounting for 66.2 
percent of the total floor space of primar and middle 
schools in the rural areas As a result unsafe school 
butidings were basically eliminated. and the municipal 
rate of unsafe schools dropped to | percent or lower 
meeting the demands of the State Education ( ommis. 
sion ahead of « hedule During the past several years. a 
number of high standard teaching buildings were built 
and some «hools added computer rooms. phonetics 
rooms, and audio-visual education rooms. thus allowing 
the teaching conditions of rural schools to reach a 
relatively high level 


During the Seventh Five-Year Plan pernod. the teaching 
vacancies decreased noticeably and the overall quality 
of teachers improved constantly At present. 8325 per- 
cent of primary schoo! teachers are up to standard in 
formal schooling. and $6 $5 percent of middle school 
teachers are up to standards in this regard. both showing 
a relatively big increase over previous years During the 
Seventh Five-Year Plan period. the student dropout rate 
was basically brought under contro! Last vear, the 


dropout rate in rural areas declined to 1% percent, 3 
percent lower than the national average At present. a 
new patiern of developing basic education. vocational 
education. and adult education in a coordinated manner 
in line with unified plans has been formed initially in the 
rural areas of the municipality [passage omitted) 
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Hebei Official Stresses Legal Propaganda | ducation 


SA 1 OS0KS OV] Shijiazhuang Heber Provincial Service 
in Mandarin 2200 GMT 16 ipr ¥/ 


| Teat) At the fifth provincial work conference on legal 
propaganda and education which ended on 16 April. Lu 
( huanzan, depuly secretary of the provincial party com 
mittee pointed out that implementation of the second 
five-year plan for legal propaganda and education should 
be closely combined with the central task of coonc mn 
construction so that the legal popularization work wil! 
better serve the socialist economic constifuction 


Lu Chuangan said that the five years covered by the 
second five-year plan for legal popularization are pre 
crsely the five years covered by the Eighth Five-Year 
Pian We must. in light of the vanous problems casting 
iN economic construction. exert great efforts in unfail 
ingly erasping the propaganda of coonomn laws and 
regulations We should constant!) strengthen the legal 
system and law enforcement among the vast numbers of 
cadres and the masses. leading cadres at al! levels and 
law enforcement personne! in particular. in order to 
create a good social environment for fulfilling the var. 
ious tasks stipulated by the Eighth Five-Year Plan and 
the 10-year program 


Lu Chuanzan pointed out that persistently regarding the 
Constitution as the core and the law governing the 
professional work as the focus is the conspicuous char- 
acteristic of the second five-year plan for legal propa. 
ganda and education Through legal propaganda and 
education. all localities and departments should enable 
the vast numbers of citizens to firmly embrace the sense 
of the Constitution, to consider the Constitution as the 
highest standard. and to consciously safeguard the dig- 
nity of the Constitution 


Attending the conference were provincial leaders Ye 
Liansong. Han Licheng. Hong V and Wang Shusen and 
responsible comrades of departments concerned 


Beijing Boosts Community Services 
HKOCOSOS 3191 Beying CHINA DAILY in English 
* May Vip? 


[By staff reporter Liang Chao) 


[Text] Beying plans further improvements in commu- 
nity -based services and various welfare programmes this 
year in a bid to perfect the existing networks which have 
mushroomed since 1983 


By the end of this vear. a much better welfare network. 
backed by the State-run large welfare projects and 
offering more daily and emergency services to more city 
residents 1s capected to be in place 


Officials of the Beying Civil Affairs Bureau (BCAB) 
promised that multi-purpose service centres will be 
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established in every neighbourhood committee asa new 


regulation Ley — such wellare service programmes 
was enacted on May | 


While pushing the government's policies down to the 
masses. the centres will focus on making residents daily 
lives easy and comfortable: Duan Tianshun, director of 
the BC AB pledged yesterday al a press conference 


The community-based services and facilities offen built 
with raised funds have become in dispensable for city 
residents as they face more and more urgent pressures of 
daily life,” Duan said 


So far this year, the construction of 25 community 
service centres with more than | \,000-square-metres of 
building space have been under way. bringing the total 
newly-built to 45§ 
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Because of the city's large population. a large amount of 
work, such as care for the number of infirm elderly 
. dirabled and school children has to be provided 
neighbours organized by community service centres 


Al present, Beying has more than |,100 city-level wellare 
centres, and 64 percent of them can provide community 
residents with multi-purposes services for senior citizens 
and the disabled, as well as doing some household duties 


Meanwhile, there are more than | 7,000 emall service 
vations fun by the city's neighbourhood committees 
Half of them, Duan confirmed, can offer at least 10 
different kinds of services 


According to Duan, more than |,1 50 iy A -y- are 
taken care of in $2 homes or safe houses for the aged 
Some 2,800 infirm old people. through contracts 

under the community centres. lived with other familes 
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New Lrade Relations Between Laiwan, burope 


iC BOS404 Hong Aong LIAOW ANG JOLTLOOK 
OVERSEAS EDITION in Chinese No 4, 28 Jan 9] p 2? 


— by Wang Jianmin (1769 1696 Wd6) “New 
evelopment in Trade Relations Between Taiwan and 
Europe") 


[Teat) Due to the strong pressures trom U.S. trade 
mrotechioniam and a unified European market in 199). 
Taiwan authorities have drastically modified their for- 
eign trade policies They have changed from previously 
“emphasizing the United States while ignoring Europe’ 
to currently “focusing on both Europe and the United 
States,” in order to speed up the pace of trade relations 
with European countries Meanwhile. businessmen have 
also shifted their targets to Europe As a result, trade 
relations between Taiwan and Europe have entered a 
new phase of development By 1990. Taiwan's trade with 
Europe accounted for 18 percent of Taiwan's total trade 
volume It is expected that by the year 2000, Eu will 
replace the United States as Taiwan's largest foreign 
trade market 


’ Measures bor Taiwan's Economic 
And Trede Relations with — 

| Taiwan has strengthened substantive bilateral polit- 
ical relations to provide conditions for economic and 
trade development In August 1989 and November 
1990. the former and current “economics ministers” 
paid respective visits to Europe to strengthen substan. 
tive bilateral relations. Thus far, || West European 
countries have established commercial and cultural 
agencies in Taiwan Similarly. Tarwan has also estab- 
lished 16 representative offices in 14 countnes What is 
more. the names of diverse offices have gradually 
cha to the “Tape: Economic and Cultural Center 
In ition. both sides are simplifying procedures for 
visa applications and insurance to provide favorable 
conditions for personnel exchanges and economic and 
trade contacts 


2 Ta:wan has formulated the “Guidelines for Programs 
Strengthening Economic and Trade Relations with 
Europe’ to promote bilateral economic and trade rela- 
tions in a planned. measured manner These guidelines 
include the following mayor points Investigate the pro- 
cess of market unification in Europe. and make decisions 
in accordan ¢ with the situation Emphasize market 
diversification, increased exports and imports to and 
from Europe (increase only imports from the United 
States. and increase exports to Japan while reducing 
Japan's imports to Ta:wan), and expanded bilateral 
trade Strengthen bilateral cooperation in investment 
and technology so as to effectively advance substantive 
bilateral relations in economy and trade 


3 Tarwan has pushed for a “small-scale European pro- 
gram.” and established a “European design center” so 
that Taiwan may introduce advanced design tech , 
management. and namebrand products from Europe 
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the one hand, they will try to cooperate with European 
businessmen On the other hand, they may penetrate the 
Japanese market with high-quality products Sponsored 
by the authorities, the program has already made great 


progress 


4. Taiwan has set up special agencies to strengthen the 
study of the unified European market and has formu 
lated policies correspondingly These mayor policies 
include the establishment of three large Taiwan trade 
centers in Dusseldorf, Hamburg. and Rotterdam. the 
es.ablishment of over 70 sales branches with the help of 
these agencies. a preliminary plan to establish an indus: 
trial zone in Europe, and a decision to establish a 
“computer-industry district” in Ireland 


5. Taiwan has made vigorous efforts to train talented 
personne! to handle economic and trade activities with 


Europe 


bconomic and Trade Relations Between Laiwan and 
Furope Expand Rapidly 


Propelled by Taiwan authorities. Europe's position in 
Taiwan's economic and trade relations has become 
increasingly important This is manifested by 


| The trade volume between Taiwan and Europe has 
grown rapidly, and there is a tendency for it to replace 
trade between Taiwan and the United States 


2 Bilateral investment has increased substantially In 
recent years, European investment in Taiwan has 
increased greatly Also. Taiwan has rapidly increased its 
investment in Europe as well In 1989. Taiwan invested 
over $73.3 million, which was | 3 umes the total sum for 
the previous 40 years Between January and September 
1990, Taiwan's investment in Europe reached more than 
$200 million, a 16 2-fold increase over the same penod 
in 1989 


Further Prospects for Economic and I rade Relations 
Between Taiwan and F urope 


There are some problems with economic and trade 
relations between Taiwan and Europe a lack of per. 
sonnel in Taiwan to handle economic and trade activi. 
ties with Europe, inadequate financial strength in 
Europe, product quality that still needs improving. and a 
limited open market on Taiwan However. relations 
between Tarwan and Europe in the areas of trade. 
investment, and technological cooperation will still 
develop quite substantially due to changes and restruc- 
turings in global politics and the global economy. as well 
as due to the active promotion by Tarwan authonties 
One may predict that 


|. Bilateral trade between Taiwan and Europe will 
expand further This is because bilateral investment 
between Taiwan and European countnes has grown 
rapidly since 1989, and this will surely bring about a 

1 imcrease in bilateral trade Furthermore. as the 
uropean situation develops. demand will increase 
greatly The devaluation of Taiwan's currency relative to 
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the major European currencies is another factor condu. 
cive to expanding Taiwan's exports to Europe Guided 
and encouraged by the policies of Taiwan authorities, all 
these conditions point to a significant expansion in trade 
between Taiwan and Europe in the future 


2. The upsurge in bilateral investment is sll in the 
initial re is extensive room for further devel: 
opment This is also true of European investment in 
Taiwan 


\, There will be new breakthroughs in tech cal 
cooperation between Taiwan and Europe One of the 
major aspects of the “small-scale European program’ 


PRC MEDIA ON TAIWAN AFFAIRS 


actively sought by Taiwan authorities is to expand tech: 
nological cooperation with Europe and introduce 
advanced European design technology and management 
s© as to feduce excessive dependence on Japanese tech- 
nology This is all for the purpose of improving the huge 
trade deficit with Japan and reducing undue dependence 
on Japanese technology For instance auto manufac: 
turers currently controlled by Japanese technology have 
decided to camporen for change by playing a “Europe 
card,” turning to Europe for its market and technology 
Thus one can predict that there will be new break. 
throughs in technological cooperation between Taiwan 
and Europe in the 1990's 
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Discussion of Sin Year Renovation Plan 
V/CROIOOA Taipe: TILNHSIA (< OMMONWEALTH) 
in Chinese No 116, 1 Jan 91 p 27 


[Article by Yao Ming-chia (1202 2494 0857) "Sia Years 
of National Construction, 8 5 Trillion For the Renova. 
tion of Taiwan’) 


Teat) Li ry Hao Po-ts'un, and Ku. Wan-jung 

three strong: 

eS ae . 
construction plan for spending 8.6 trillion is 

about to is 


To a certain extent, President Li Teng-hui, Premier Hao 
Po-ts'un, and Council of Economic ning and Devel- 
opment Chairman Kuo Wan-jung have similar person- 
alities in that they possess a vast breadth of vision and 
exuberant ambition 


Acting in unison, these three strong-willed leaders have 
jointly come up with an unprecedented, most free- 
spending, and most ambitious national construction 
plan— the six-year national construction plan This 
plan calls for the investment of a total of NT$8_.5$ billion, 
which 1s five times again as much as the total investment 
in Taiwan during the past six years, or construction 
expenditures of more than NT$400,000 to be borne by 
every citizen in Taiwan 


Beautiful Landscape Six Years Hence 


The Council of Economic Planning and Development 
has proposed four mayor policy goals for the national! 
construction plan to be unveiled early in the year as 
follows “nse in national income. substantial industrial 
development, balanced regional construction, and 
improved quality of life.” As a result of the carrying out 
of more than 800 investment projects, large and small. 
the following beautiful scene is envisioned for Taiwan's 
20 million people an economic growth rate of 7 percent 
annually, which will enable total GNP for the Taiwan 
region to reach $295.7 billion, or a per capita GNP of 
nearly $14,000 by 1996 in a rise to that of developed 
countnes 


A thorough revamping of the industnal structure, 10 
mayor newly developed industnes. including informa- 
tion, and space flight. will be ma nstays of the manufac- 
turing industry with a total output value of $61 billion 
for a burgeoning financial service industry that will 
enable Taiwan to vault to a position as a financial center 
in the western Pacific region 


With the building of a convenient express highway. a 
high speed railroad, and a circumferential highway net- 
work around the island, it will take only 44 minutes to 


JPRS-C AR-91-027 
18 May 1991 


travel from Taipe: to Taichung This will increase Tas 
wan's political and economic development potential, 
and it will also completely change the pattern of people's 
daily lives and job choiwes 


With the building of 18 vitaspheres consisting of sa 
major metropolises and |2 medium size cities, each of 
which will have indusinal zones, hospital, residential, 
commercial and recreation areas. thanks to the rapid 
transit system, residents will be able to enjoy these 
facilities, which will be only half an hour away 


Every township will have a library, a swimming pool, 
and a public park. and every county will have a baseball 
diamond and an athletic field. Residents will be able to 
reach a museum or an art gallery within half an hour 


Such a beautiful scene of all the people living and 
working in peace and contentment will be astounding 
The media has carned reports in which Kuo Wan-jung 
used “moving language to guide the citizenry into her 
‘crystal ball’ to enter the future world of Taiwan sin years 
hence.” 


Kuo Wan-jung, who was immersed in the mgorous world 
of mathematical economics for 10 years. actually uses 
neither a magic wand nor a crystal ball but modern high 
technology in making her six year national construction 
summary report. Chairman Kuo bought an Apple com- 
puter equipped with a color projector, which she used in 
the Council for Economic Planning and Development 
10th floor briefing room to show a hundred computer- 
drawn color pictures and tables on the transportation 
network, vitasphere, electric power plants, and harbors 
The straight-backed Chairman Kuo. pointer in hand, 
briefed President Li once, and has given more than seven 
briefings to Premier Hao 





Table 1. Six Vear Advance to a Developed Country 





























Particulars 6 J im 
GNP $1 bilhon Im ~ 987 
Per capita GNP ($) sont » 13.975 

Econom Growth Rate (®) 4 I = 
Price Increase Rate (®) | ‘ | 14 
Unemployment Rate (®) = 21 T 3 
Value of Imports ($! billion) | 60 T ose 
Value of exports 4*R — L OS T oo 








Source of Data Council for Econom Planning and Development 





Planning and ( alculations ( omplete 


These briefings are based on data reported by the 25 
cities under jurisdiction of the Executive Yuan. as well as 
from Tarwan Province and from Taipe: and Kaohsiung 
Conclusions were made only after accelerated sifting. 
collation, and verification for three months by 300 civil 
servants in the Council for Economic Planning and 
Development Additionally. there were total supply and 
demand models prepared by the Directorate General of 
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Budget, Accounting and Statistics, as well as Council for 
Economic Planning and Development input-output 
table extrapolated estimates, and a senes of careful 
estimates. One official of the Council for Eoonomic 
Planning and Development who took part in this work 
said, “Formerly Economic Planning and Deve nt 
Counct! plans were written out, bul this one was figured 
out.” 


As of the present time, Premier Hao is obviously quite 
satisfied with the Economic Planning and Development 
Council's achievements. At an Executive Yuan cere- 
mony commending outstanding public servants, Premier 
Hao publicly praised the efforts of Chairman Kuo and 
her colleagues in the Council for Economic Planning and 
Development. Various indicators show that Premier 
Hao 1s filled with expectations and ambition for the 
six-year national construction plan 


Ever since he took office on | July 1990, Premier Hao 
has faced a basketful of complicated and difficult prob- 
lems that have accumulated over the past several years 
the mppling repercussions of the high level power 
struggle, paralysis of executive and legislative functions, 
serious backwardness in public projects, hesitation to 
move forward with civihan investment, detenoration of 
public order, and a murky recession. These nipples on 
the surface stem from structural imbalances and difficul- 
ties at the lower level of Taiwan society, from the 
constitutional government system, relations between 
both sides of the Taiwan Strait, the struggle between 
unification and independence sentiment, and even the 
provisions of | regulations, and the quality of the 
cituzenry and public construction, none of which can be 
adjusted in a timely fashion to meet rapid social changes 


Faced with this senes of upheavals that compound 
confusion, how is Premier Hao to cope’? When ground 
was finally broken toward the end of September | 990 for 
the Wuqing factory, around which turmoil has swirled 
for the past two years, this became the first breakthrough 
point for Premier Hao in reviving public confidence in 
investing. The imposing six-year construction plan is 
clearly something on which Premier Hao pins his hopes 
for coalescing popular feeling. 


In the administrative report that he presented to the 86th 
session of the Legislative Yuan in September 1990, 
Premier Hao presented a special report setting forth the 
gist of the six-year national construction plan as follows. 
1) government use of national resources in carrying out 
overall planning in a quest for long-range and overall 
returns to eradicate poverty in the midst of plenty, 
leading the country into a modern society that 1s wealthy 
and and urbane. 2) coalescence of popular sentiment and 
the people's resources around the goals of the six-year 
national construction plan, and 3) building of respon- 
sible government 


These factors aside, since there is limited time for the 
growth of Taiwan's foreign trade, the government must 
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expand internal demand as a means of infusing the 
flagging economy with growth strength 


Premier Hao entrusted the Council for Economic Plan- 
ning and Development with this great bility 
After nearly 10 years separation from the Council for 
Economic ing and Development, Chairman Kuo, 
who faced a danger-fraught mission, happily accepted 
what she termed “the work that | have dreamed of 
getting for the past several decades From top to bottom 
in the Council for Economic Planning and Develop- 
ment, there is no one who has not been affected by the 
atmosphere of earnestness and full devotion of 
Chairman Kuo. One weary but excited official of the 
Council for Economic Planning and Development who 
gave his all for three months said, “Chairman Kuo pays 
attention to every detail. She is very demanding © 


Full Commitment of the Council for Economic Planning 
and Development 


Kuo Wan-jung’s st will and attention to detail shows 
up in her ruling that all drafts, charts, and tables have to 
be prepared on special uniform drafting paper When 
Preparing estimated input-output charts, she personally 
asked two high ranking hands to help out. One was a 
retired official of the Comprehensive Planning Office, 
and the other was one of her students, a young scholar 
specializing in econometrics. She went over the content 
of completed briefings in scrupulous detail, like a math- 
ematical economics model, reviewing them from cover 
to cover. 


In reviewing one internal briefing in which the statement 
appeared that the Taiwan region had 4.68 million dwell- 
ings, but that there were 4.97 million households, the 
di was explained by appending the following 
comment. 25 percent of families contain three genera- 
tions in the same household One-third of them are 
registered separately. but are not separate households. 
She immediately called a halt to this explanation which 
would not be readily understood, and after pondering a 
while, she said: “Change it to onc third are in separate 
households but not in separate dwellings © 


Can such a fine filtering process ensure quality for the six 
year national construction plan decisions”? Quite a few 
officers in the Council for Economic Planning and 


Development acknowledge Time 1s too short 


A though Premier Hao proposed the idea of a six-year 
economic construction plan back in carly June 1990, 11 
was not until mid-August that this idea was elucidated in 
government ministnes and commissions, the ministnes 
and commissions being instructed to send data posthaste 
to the Council for Economic Planning and Development 
by mid-September 


Within the short space of one month, the ministries and 
commissions were thrown into a panic with the result 
that every one of them were still send a steady stream of 
data and Economic Planning and Development Council 
checks and revisions during the three months when the 
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Counci was collating. An example was Taiwan's natural 
gas requirements for 1996. After constant and repeated 
discussions between the Council for Economic Planning 
and Development and the Ministry of Economic Affairs. 
the Energy Committee, the Commission of National 
Corporations, the Central Petroleum Corporation, and 
the Taiwan Power Company, the figure was finally set at 
the equivalent of 4.69 million kungping (036!) 4426) 


Vitasphere Transportation Service standard data pro- 
vided by the Ministry of Transportation curren.!y pro- 
vided for a D level of traffic speed between Taipe: and 
Taoyuan, the level remaining at D (on a traffic zone scale 
from A through E, A being the fastest speed for vehicle 
flow) six years hence. The Council for Economic Plan- 
ning and Development questioned this data A second 
look revealed that this data did not take into account the 
completion six years hence of the two northern high 


speed highways and a high speed railroad 


Another example was population movement data for the 
vanous townships and towns in Taiwan Statistics data 
showed that during | 989, the population of 22 townships 
and counties grew by more than 3 percent It was not 
until President Li heard a briefing in September that 
doubts were raised as to why Wula: Township was 
included. Only then was it discovered that the reason for 
the population increase in four townships and towns, 
including Wulai, was the ghost population included 
before the general election two years previously 


Policy Decision Blind Spots 


Wrong policy decisions are more to be feared than graft’ 
Can slipups like those in these data hurt the quality of 
national construction plan policy decisions’ A high 
ranking official in the Council for Economic Planning 
and Development knitted his eyebrows and said slowly 
and with difficulty: “Lots of basic materials are insuffi- 
cient, such as incomplete land registry plats, and 
unsound basic data, so that when we make decisions, we 
are also in a quandary and have to ask enforcement units 
to find ways to convince us.” 


In addition, a newspaper editor pointed out that the 
Council for Economic Planning and Development's pol- 
icymaking system, which is made up of the finance and 
transportation department heads of the Ministry of 
Economic Affairs, 1s prone to policy decision blind spots 
He noted that Council for Economic Plaring and 
Development policy decisions place too much emphasis 
on economic returns, frequently not paying sufficient 
attention to clashes with social, human. and environ- 
mental factors 


Consequently the establishment in Hualien of the special 
Peace Cement industnal zone, the building ©: nuclear 
plani No. 4, and the large scale building of coal burning 
power generating plants (that, it 1s estimated, will 
account for 27 percent of installed power generation 
capacity in 1996) are all extremely controversial matters. 
which were not conscientiously questioned. Policy deci- 
sions were made using roughshod methods. leaving the 
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units in charge to meet resistance at the actual time of 
project implementation Driven by haste, the implemen: 
tation plans of each ministry and committee frequently 
can only be carned out on a crash basis. One such 
example was a Ministry of Intenor proposal to build 
195,000 national dwellings within sia years. When a 
briesing was given to Premier Hao, one ranking Execu- 
tive Yuan official present said candidly that the building 
of national dwellings involved how to convert agricul: 
tural land to land used for residences, how to build new 
cities and towns, and how to coordinate construction 
with transportation and medical services for which no 
planning had been done. “Very possibly, three vears 
down the road, the project will fall through,” said this 
leader on the spot. Premier Hao immediately directed 
further work on this plan 


Planning work has also just begun on the high speed 
railroad plan sent to the Ministry of Transportation for 
consideration. Although construction has been agreed 
upon, including an investment of approximately 
NT$370 billion, an official in the Council for Economic 
Planning and Development said incredulously “We 
estimate it may cost NT$600 billion.” 


Currently, all the controversies that arse in this planning 
and decision- making process are left to be worked out at 
the time of implementation. Whether planning on such 
an unprecedently huge scale can be smoothly and effec- 
tively carned out has aroused serious concern in all 
quarters. Some people worry that it will put the squeeze 
on the civilian sector, giving mse to a shortage of capital 
and a mse in interest rates. Others fear that it may cause 
inflation. After listening to a briefing on the six-year 
national construction plan, one citizen's first reaction 
was to ask Chairman Kuo: “Can these beautiful blue- 
prints be realized”” 


Chairman Kuo cannot and does not have the authority 
to reply to this question. The responsibility of the 
Council for Economic Planning and Development ts 
only for planning. It ts not concerned with implementa- 
tion. Chairman Kuo emphasized that the work of the 
Council for Economic Planning and Development is to 
decide how much money the government has, the bill of 
fare. and whether there is sufficient manpower and 
materials to prepare this bill of fare. The actually 
cooking 1s the job of Taiwan's more than | million civil 
servants and personnel in public enterpnses under lead- 
ership of Premier Hao 


Responsibility for implementation will be an unprece- 
dented challenge to the Taiwan administrative system 
One newspaper editor said wornedly that in dealing with 
vanous difficult social and economic development prob- 
lems in recent years, the huge and antiquated govern- 
ment administrative machinery may be said to be at a 
loss what to do 
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Perticulans — T —ã 

Mhitatied Vlectric Power Capacity: Try" Trsy 

(Kw) 

Common laborer (Million) 47) au 

Techn cal Personne! (Millon) 407) $02) 

High Speed Mighway Distance (am) a2 1,081 

Particulars “Total Additional Amount, 
1990. 1996 

Water Supply (Bilhon Tons) 12 

Amount of Land Supphed for Economic 28.600 

Construction (Mectares) 

Dwellings (Thousand) 200 

Data Source Council for Economic Planning and Development 

Test! Silene 

Particulars rr) ry 

Communications 14s 4) 

Information 6 8 

Consumer Electronics 6s 915 

Precision Machines and Automation 25 8” 

High Cirade Processed Matenals 2.27 463 

Semiconductors 14 46 

Special Use Chemicals and Pharma- ta 6.02 

ceuticals 

Spaceflight 63 2.7 

Medical Treatment and Health Care 2s 6! 

Pollution Prevention and Control $7 235 

Gross Output Value of 10 Major 25 6! 

New Industnes 

Added Value of 10 Major New 10 224 

Industnes 

Added Value of 10 Mayor New | mu” we 

Industnes as a Percentage of the | 

Added Value of Manufacturing 

Industnes | 








Data Source Council for Economic Planning and Development 





Administration Tested 


Premier Hao 1s in a fairly difficult predicament. A high 
official of the Executive Yuan disclosed that every time 
the premier goes anywhere, he always makes a point of 
seeking Out a grassroots administrative person in charge 
whom he asks, “How many people are there in your unit, 
and what ts your annual budget?” or a similar seemingly 
“small question.” Eighty or 90 percent of the replies are 
ambiguous, which makes the premier wonder about the 
ability of grassroots administration. 


All the prime minister can do 1s use forceful leadership 
and put responsible people in charge to power this 
machine. He can use his leadership as premier to 
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PRA GURUS? TREN SSP aH BEREAN SAY tne MARS 
istry of Transportation, and the New Construction 
Projects Bureau, and then instruct ministry and com. 
mittee heads to bear responsibility for success for failure. 


The Public Projects Supervisory Committee Report that 
he personally supported, since | October 1990, gave a 
new lease on life to many public projects that had been 
stalled for a long time. One example was the “setbacks 
and difficulties and countless hardships” encountered 


during the two years in order for the Taipe: id 
Transit 4 to get the “Chiaochiu™ [0074 842 


the railroad station for its own use, as a transportation 
bureau official described it. Once the prime minister 
ruled a turnover of the land to the Taipei: Rapid Transit 
Bureau for pnority use, the problem was readily solved 
overnight. The opposition that the Tape: Rapid Transit 
Bureau encountered in having to tunnel under the police 
headquarters building in order to build an equipment 
maintenance line was also resolved under similar cir- 
cumstances. 


Even the police academy, which had so vigorously 
opposed the Mushan line passing by the academy 
entrance, took the initiative with the Taipe: Rapid 
Transit Bureau to reach a harmonious compromise. In 
addition, the New Construction Bureau's inability to get 
the land needed to build two high speed highways in 
northern Taiwan, one of which went through Tahsi in 
Taoyuan, and the P*uting section—a problem that had 
dragged on for two years—was also quickly solved when 
the prime minister said in an extemporancous speech 
that the Taiwan Provincial Land Department should 
take responsibility. 


Taipe: Rapid Transit Bureau Road Rights Office 
director Ch'en Kuang-hsiung [7115 0342 7160) said 
happily that the efficacy of Premier Hao's personal 
stewardship lay in “the respect accorded him as prime 
minister, which eradicated the selfish departmentalism 
of individual units.” Ministry of Transportation execu- 
tive secretary Shih Kuo-kung [2457 0948 $147] also said 
with pleasure that “thanks to Premier Hao’s assistance 
and stewardship, progress during the past four months 
on the two northern Tarwan expressways 1s equal to tota! 
progress made during the past two and one-half years.” 


It is easy for the prime minister to eliminate selfish 
departmentalism among ministnes and committees, but 
it is NO easy Matter to eliminate structural difficulties un 
getting public projects underway. A ranking official of 
the Executive Yuan said that the pnme minister had 
originally hoped that support for the public works super- 
visory committee report would be no longer necessary 
after several months, but the fact is that numerous 
problems cannot be solved without his support. 


Clearly, success or failure for the six-year national con- 
struction plan depends on manpower and skilled per- 
sonnel, yet manpower planning 1s rather sketchy in the 
plan. Just a few charts show a possible slight shortage of 
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common laborers. In the Council for Economic Planing 
and Development process, the manpower issue has been 
simply treated as one of two variables (technical per- 
sonnel and common laborers) among eight input factors 
(such as land, water, and electricity) 


Skilled Personne! as the Key to Success or Failure 


However, interviews with implementation and construc- 
tion units show manpower to be the key problem about 
which they worry most. Both Ministry of Transportation 
executive director Shih Kuo-kung, and Transportation 
Research Institute director Chang Chia-chu [1728 1367 
4376] acknowledged that “manpower 1s definitely insuf- 
ficient.’ Director Chang analyzes the reasons as being 
“too concentrated demand, the amount of work 
increasing too greatly all of a sudden.” He further 
estimates a possible 30 to 40 percent manpower short- 
tall 


A visit to the work sites yields a similar conclusion. At 
the Fude tunnel site on the two north Taiwan express- 
ways, New Construction Bureau Tunneling Project 
Department director Huang Chih [7806 3112) said as we 
walked along through the more than 200 meters of dark 
tunnel already dug that, “In a work squad of eight to 10 
men, at most only two or three are technically skilled.” If 
the manpower situation at the basic level 1s like this, the 
situation with engineers must be worse. 


Huang Chih cited the Fude tunnel as an example, saying 
that from contracting to supervision to proprietorship, 
“generally there should be 17 engineers at the site, but 
there are not even one-fifth that number.” With regard 
to the six-year national construction plan, this engineer. 
who has battled on the construction front for 20 years. 
expressed loudly and clearly the thinking of the grass- 
roots level: “Yes! The government has the money, but it 
doesn't have the men'” 


The skilled personnel shortage 1s particularly senous 
among high ranking personnel. New Construction 
Bureau director Ou Chin-te [2962 2516 1795], who 
returned to Taiwan to enter the construction ranks 
during the penod when |0 major construction projects 
were underway in 1971, said with a sigh that the skilled 
people trained at that time have scattered everywhere 
during the past 10 years when government did not 
continue large scale construction. Even he himself went 
to Singapore for several years. Now, it will be necessary 
to begin all over to bring together such a large number of 
high level talent for the six-year national construction 
Project 


Speaking about the serous shortage of high level eng:- 
neers in Mainland China, Jiang Jinshan [3068 6855 
1472), special assistant to the China mainiand general 
director of engineering said that surveys show that more 
than 40 percent of businesses engaged in construction 
lack engineers. In 1990 the mainland spent |2 billion 
yuan renminbi on advertising to get engineers with three 
years Or more experience, but it was impossible to reach 
the quota. At the same time, he noticed that the China 
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Engineering Advisory Office in the same building has 
numerous foreign engineering personne! coming and 


goIng 


Inability of Construction Enterprises to Attract 
En ineers 


A look at the overall structure shows that the ability of 
enterprises engaged in construction to attract engineers 
in a situation of a general shortage of manpower and 
materials is limited. Today, even though there are | 3,000 
category A, B, and C businesses engaged in construction, 
most are small, only 25 of them having $00 or more staff 
members and workers, and only 10 of them making more 
than NT$S0 million. In 1989, GNP was NT$186 billion 
At this overall scale, how will it be possible to digest a 
future public works budget running to NT$! tnithon 
annually” 


The restraints of the regulatory system, as ts generally 
known, are another reason why public works projects do 
not move ahead smoothly Regulations peitaining to 
land are a particular case in point. The problems that 
occur when the current publicly announced value differs 
from the market value have always been a ‘ifficult nut to 
crack. Landlords oppose takeovers and appeals are made 
everywhere. Cases interfering with construction pile up 
endlessly 


Following the national land conference and the public 
projects study conference of 1990, a beginning was made 
in revising the regulatory system. including revision of 
the average land mghts regulation and revising and 
enlarging the land estimator law. Nevertheless, more 
than $00 existing ordinances have been paralyzed on the 
Legislative Yuan agenda. pigeonholed for several years. 
Whether these regulations, which still lay before admin- 
istrative units, can be passed on time ts another major 
test. 


Although such a revision of regulations to solve real 
problems is important, Transportation Research Insti- 
tute director Chang Chia-chu particular.y emphasized 
that new problems will arise as new construction takes 
place, requiring new regulations 


For example, as long as there 1s a transportation system, 
new laws beyond highway laws and railroad laws will 
have to be drawn up. The same is true for future 
expressways. Although a public transportation law has 
been passed and 1s in effect now, attendant matters such 
as surface and subterranean land use mghts, pont devel- 
opment methods, civilian investment for the building of 
public transportation methods “are not in being and 
waiting. They will have to be drawn up as we go along.” 
Chang Chia-chu said. The delay that these regulations 
occasion, and the costs incurred are actually quite 
alarming. For example. delays in unveiling jornt devel- 
opment methods caused land requisitioning for a many 
rapid transit stations to be delayed for many vears 


Policy making personnel are seemingly unconcerned 
about these matters. The six-year national construction 
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plan mentions them just casually, which makes people 
worry whether such matters will continue to create 
controversy, waste time, and increase costs in Taiwan. A 
senior Newsman raised the Question that in view of the 
deficrencies in the administration system seen in the 
Taiwan Railroad Bureau's mounting losses, people 
wonder “what kind of an effective management system 
the high speed railroad will be able to come up with.” 


In view of these deepseated structural prodlems, one 
newspaper editor noted carefully that the real key to 
success or failure on the six-year national construction 
plan is not how many capress highways or high speed 
railroads can be Built, Dut rather in whether it will be 
possible to take advantage of the process of moving 
ahead with the construction to train for Taiwan a group 
of skilled personnel, to build and perfect a civil official 
system, to revise the outmoded regulatory system, and to 
fashion government administrative regulations and 
enforcement capabilities 


Only if this can be done will it De possible to eradicate 
poverty mm the midst of plenty and advance toward a 
modern society. Otherwise, if “intangible building ts not 
done well, no matter how good the tangidle building, 1 
will have to be discounted. No matter how much money 
1S Spent, it will be to no avail. it wall be a bottomless pit 
said Executive Yuan Political Affairs Committee 
member Huang Shih-cheng [7806 4258 1004) sincerely 
and carnestly 


Citizen Quality More Important 


Ultumately. all these matters come down to the issue of 
the quality of the citizenry. Huang Shih-cheng noted 
forcefully that “at the present time the building of 
intangibles 1s more umportant that the building of tang)- 
bles.” However, no more than NT$21.7 bilhhon of the 
NTS$8.5 trillion to be spent on the six-year national 
construction plan 1s for cultural construction, and most 
of this will be used for the building of tangibdles such as 
public television, movie, and cultural buildings. Cultural 
Construction Committee director Kuo We-fan [6753 
3634 5672) admitted that “because of the press of tome. 
much of the plan ts rough.” After reviewing the six-year 
national construction plan made up of railroads, high- 
ways, power generation plants, and a rapid transporta- 
tron system with the goal of umproving the “quality of 
citizens life.” a responsible official in a certain organ 
immediately suggested to committee director Kuo that 
the government should follow up with corresponding 
daring and resolution in the formulation of a 6 year plan 
for trang talent to improve “citizen quality.” 


During mid-December, 1990, committee director Kuo 
aceepted an invitation from the Taiwan Television Cor- 
poration to give a public speech on the six-year national 
construction plan. Wearing a purple suit, and glowing 
with health and vigor, committee director Kuo fielded 
Questions from the audience at the conclusion of a 
one-hour speech. In the midst of a barrage of questions. 
one person said “Merry Christmas to you,” and another 
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was envious about “a Moscow subway ride costing only 
five kopeks.” Another person shouted, “during the war 
of resistance to Japan, everyone loved to use Chinese 
products, Why is it that everyone now uses Japanese 
goods.” Although committee director Auo continue to 
bearn, in his heart he must have been somewhat dumb- 
founded: just what does the public expect of the six-year 
national construction plan’ 


Just how many expectations can the six-year national! 
construction plan satisfy’ Will it be able to help Taiwan 
solve numerous problems’ Into what realm wall it take 
Taiwan’ 


Will it “coalesce the hopes of 20 milhon people to build 
a beautiful island” as committee director Kuo hopes, or 
will it be a “a contemporary entreprenural plan wit! 


grandiose hopes and puny accomplishments, o1 even a 
‘toolhardy great leap forward to surpass Englynd and 
catch up with the United States” as one sewspaper 
editor suspects’ 


The answer depends on the resolve of President Li and 
Premier Hao to mobilize NTS$8.$ trthon and to lead 
more than | millon public servants and publhec enter- 
prise personne! 


Someone said that “Anyone who desires glory must bear 
rnsks and responsiDility’ 


Party Compromise on Constitutional Reform Seen 
Necessary 

9/CM03344 Tape: HSIN HSIN WEN /THE 
JOURNALIST) in Chinese No 204, 8 Feb 91 pp 21-24 


[Article by Ch’en Yu-hsin (7115 5940 9515) “So Long as 
| Benefit, Why Not Do It! A Senes of Kuomintang 
Feints, Strikes. and Steps as a Result of Its Confidence 
Crisis | 


[Text] After losing the two major opportunities one after 
another for taking over as cabunc’ premier and becoming 
secretary general of the AMT [Kuomintang] Central 
Committee in 1990. Office of the President Political 
Adviser Ch’ru Ch vang-huan [6726 0482 3562] quoted a 
warning that 1s popular in the Japanese political forum 
“In politics, darkness lies pust one inch ahead.” meaning 
that, considering the mymad changes that can occur in 
the political forum, even a completely cooked duck may 
take flight. In view of the situations facing the AMT nght 
now. such as tumult in the internal distmbution of power, 
difficulties at every turn in extrinsic constitutional gov- 
ernment reform, and even misgivings about being able to 
maintain power, this saying should be changed to: “In 
politics, brghtness lies just one inch ahead.” This is 
because the “inch” to be gone through this year, begin- 
ning with the vearend election of a National Assembly to 
revise the Constitution, victory or defeat un the election, 
settlement of accounts within the party after the election, 
and whether revision of the Constitution can be started 
are an expanse of darkness It has already caused both 
the mainstream and the non-mainstream factions of the 
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KMT to reach a consensus with difficulty, namely, that 
contidence is greatly shaken 


Kuomntang confidence in its ability to maintain control 
over the future political situation is like the tremendous 
shaking of the most recent Taiwan earthquake in that it 
iS a warning that several phenomena convey 


* The high-level controversy about “one organization, 
one stage”: “one organization, two stages” and “two 
Organizations, (wo stages.” 

. Whether the yearend election o/ a National Assembly 
to revise the Constitution should be delayed until the 
end of next year for a merger with the Legislative 
Yuan election. 

* Desire to rev.se Article 28 of the Constitution to 
permit incumbent officials to run for election to the 
National Assembly to revise the Constitution in the 
places where they hold office. 

* Desire to revise the Farmers Association code, inien- 
thon to permit the Farmers Associaton general secre- 
tary not to have to resign in order to Se able to run in 
the election to the National Assembly for revision of 
the Constitution. 

* Study and discussion of the one-time nationwide 
election of assemblymen at-large un the same way as 
professional groups select representatives. 

* The Central Committee Election Commuttee Selec- 
tion Law Research and Revision Team is now 
studying and discussing ways of voting in places other 
than one’s place of domicile in a liberalization of 
soldier absentee voting. 

* Election districts for the election of a National 
Assembly to revise the Constitution are to be made 
much smaller 

* The KMT has announced that it will not hold a third 
Central Committee plenary session so that it can 
devote itself completely to preparing for constitu- 
tional government reform 


According to procedures for revising the Constitution, a 
motion must be made by one-fifth of the total number of 
national assemblymen, with two-thirds of the assem- 
blymen in attendance, and a resolution by three-fourths 
of those im attendance is required for passage of a 
revision to the Constitution. This sernes of limitations 
has caused a decline in KMT confidence, not because it 
may lose half its seats in the election of a National 
Assembly to revise the Constitution requiring that it 
hand over power to the Democratic Progressive Party 
[DPP)}, but rather that. should the KMT not win three- 
fourths of the seats, it will lose its dominant position in 
revising the Constitution, or revision of the Constitution 
may even come to a halt, providing an even a greater 
stage for resistance from the opposition. 


Moreover, not only ts constitutional government revi- 
sion a means of loosening up Taiwan politics, it 1s of 
even greater importance to the KMT. One might say that 
it is the KMT’s foundation for being the party in power 
in Taiwan for a long time. If the foundation 1s damaged, 
a heaven- and earth-shaking crisis can occur because of 
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the resistance of the opposition. Because of constitu 
tional structur’’ deficiencies, running the government 
may also be * = sght with dangers at every turn, Further 
more, constiiuuional reform is the only medicine that can 
stop the siide that the KMT has capenenced in past 
elections, Only if constitutional reform can be completed 
by the middie of 1992 will the AMT'S vote-getting rate 
continue to lead that of the DPP 


However, if three-fourths of the seats normally translate 
into 7S percent of votes received, then, as a high-ranking 
government official said frankly, in what general election 
during the past several years has the AMT received more 
than 70 percent of the vote’ To get 75 percent of the vote 
in the yearend election of the National Assembly for 
revision of the Constitution may be said to be “trying to 
force people to do what they do not want to do.” 


It is precisely because of the required high voting rate of 
75 percent, that getting suc a vote rate has become a lost 
art for the KMT in the increasingly open Taiwan polit 
ical situation. Creating a record at the end of the year is 
certainly a major burden that presses on the KAMT's 
shoulders. It gives the KMT supplementary electior 
system virtually no tame to catch its breath. Failure « 
single party worker to carry his load poses a truly m 
challenge as well as a ral difficulty 


The KMT has by no means forgotten that it lost seven 
seats in the last election of 2! county magistrates and 
mayors, it recerved 50 percent of the vote, DPP’s rate 
was 37.56 percent. In the Legislative Yuan election, the 
KMT received $4.85 percent of the vote, while the DPP 
won 25.79 percent. In the Provincial Assembly election 
the KMT received 54.88 percent of the vote, and the 
DPP got 21.14 percent. Even when the number of votes 
of elected independents are added in, in the genera! 
election at the end of 1989 the KMT received no more 
than 60 percent, a long way from the 75 percent “high 
standard.” This is a long and bumpy road. This is not to 
mention that, during the past year, the basic-leve! sup- 
plementary election system has undergone many leader 
ship changes. People of crucial umportance have been 
supplanted by basic-level supplementary election party 
workers from Sung Ch’u-yu's [1345 2806 3842] system 
At a tome when local sentument 1s still in semi-formed. 
the need to face the hard battles to elect a National 
Assembly to revise the Constitu’ion causes onlookers 
even more to hold the:r hearts in their mouths. 


In an atmosphere of resistance to retirement, the old 
National Assembly has taken the opportunity to try to 
exact a price from the KMT Central Commuttee. They 
have forced KMT Central Commuttee Secretary Sung 
Ch'u-yu to have several contacts with them. The suppie- 
mentary election system has thus sounded a warning 
about the election of the National Assembly for revision 
of the Constitution. Having lost its bearmngs, the KMT 
has had two reactions. One is “not forcing people to do 
what they do not want to do,” Dy which is meant not 
holding a National Assembly election to revise the 
Constitution, but rather changing to letting the old 
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National Assembly take complete of constitu: = Most of those who advocate one are those who do 
ional revision, The other is to “show wha ii can do,” —s not have to bear political ty. Naturally, they 


using every means to find ways of increasing its vote 
getting fate 


Al the high-level meeting convened By Vice President Li 
Yuan-te'u at the Office of the i, an important 
official reportedly opposed holding a National Assembly 
election to revise the Constitution on grounds of “diff. 
culties with a supplementary election.” Al a _ 5 con: 
stitulion fevision planning meets ver, 
Minister of Justice Lin Y —* us 4265) said 
revealingly that unless the takes three-fourths of 
the seats in the election of a National Assembly to revise 
the Constitution, it will be unable to push through any 
bill for revision of the Constitution 


The vote-getting fate in the tary election will 
also not turn out the way the KMT imagines. therefore. 
not an election of the National Assembly to 


revise the Constitution is a idea held by some 
KMT personages. Central Policy” Amocatio — 
Chairman Hung Yuech'in (3163 3768 2953), who is 

for contacts with the oppos- 


” He said that not 


stages 
Jun-hung [17280193 1347), 
the election of a 


i 
i 
Hue 


| 
: 


can casually advocate what is in thei personal interest. 
of consider only short-term interests. However, critician 
of President Li, saying that he must be more responsive 
to th. popular will nationwide is unfair to President Li 


Reportedly, it is iely because of Li Tengehui's 

meaning policy of “one ization in two 

stages” _ afler more than a month, the high-level 
or 


on the methods used in the supplementary 
election.” 


member of the KMT Central Commutice said that, 
there are numerous difficulties in gaining domi. 
for constitutional revision among the 478 mem- 
of the Second National Assembly, somehow the 
ing party still has to win three-fourths of the seats As 
methods, he said, except for Chen Pa (914 2149}, 
has more appeal among the candidates, putting 
ma 
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districts. An important member of the Legislative Yuan 
who is well versed in election matters said that the 
ere ae SO ee Se See S 
the seats would increase if the electoral disincts for 
election of a National Assembly to revise the Constitu 
tion more closely approximated election districts for 
township, town, and city magistrates. burgesses. and 
mayors. 

In the onentation of candidates. the local appeal of the 
Peasant Federation secretary general runs deepest. the 
federation’s organizational methods also cut across fac 
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thei place of domicile is also a device for expanding a 
source of votes, which would mean $00,000 ballots that 
could influence the election of the opposition in 
humerous Places 


The KMT Central Commutiee confidence crisis shows 
uP AOL Only IN Panic about its vole-getting rate in the 
election, bul is also revealed in controversy about 
whether to convene a third plenary session. The seldom 
seen controversy both mainstream and non. 
mainstream factions in 1990 provisional party ple- 
hary session makes the KMT Central Committee dread 
the holding of a plenary session. In 1991, in particular, 
when revision of the Constitution has not yet been 
settled, any controversies in the plenary session could 
only intensify the attribution of lity for the 
content of constitutional revision Nor does main. 
stream faction have confidence that it can soothe 
internal conflicts that might break oul at a plenary 
session If the plenary session hurts the KMT internally 
and it has to face yearend elections with an internal 
wound that might become an external wound, naturally 
this could not be countenanced by the Kuomintang. 
whose confidence is already shaken 


A tempest over not holding a third plenary session could 
be weathered, because even the non-mainstream faction. 
which is filled with 


Constitution would be an uphill fight. If matters were to 
go badly. both the mainstream the non-mainstream 
might become the end stream in the political forum 
They would not be able to able to come hard on Li 
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constitutional government according to the KMT bi 
print. the high vote rate of three-fourths of the seats 
is needed naturally shakes their confidence. and they 
would like to find another way to strengthen themselves 
However. some people in the 
political realities, and they are preparing to to 
terms with the DPP during the 1992 revision of the 
Constitution An official in the Office of the President 
said if revision of the Constitution were a one-party 


electing a National Assembly to revise the 

He felt that the KMT would have real difficulty in 
gctting three-fourths of the vote, and would be unable to 
achieve dominance in the Constitution For 


| the 
DPP with a strength of one-fourth. manipulating the 
direction of constitutional reform would be even more 
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difficult, Only by sitting down and coming to terms can 
both parties complete constitutional reform Otherwise, 
only an impasse can occur 


However, cooperative discussions between both sides 
about constitutional revision must be based on both 
sides acceding to the election results, Hf they resort to 
various technical devices to achieve a dominant position 
for revising the Constitution, even with 75 percent of the 
vote, which is sufficient for the ruling party to do as it 
eaeaee, So eee wees est Seng Snptees guase Ses 

aiwan On the contrary, it would increase the uproar, of 
as a recent advertisement against amphetamines said, 
produce a temporary taste of pleasure and a lifetime of 
misery.” 


Business Urged To Open Markets in Middle bast 
9/CE04398 Taipei CHING-CHI JU-PAO in Chinese 
2 Mar 91 p 2 


[Editorial Take Advantage of Middle-East Reconstruc: 
tion To Open Up Markets”) 


[ Teat] President Bush formally announced the other da 
that a cease-fire took effect in the Persian Gulf War on 
February at | pm (Taipei time). Kuwait and Iraq have 
been devastated » A... war to Governor 
Sabah Salim of the Central Bank of Kuwait, 650 Kuwait: 
ot) wells are still burning and oi! production can resume 
only after nine months of repair The reconstruction of 
Kuwait is catimated to cost $100 billion, perhaps as 
much as $500 billion if civilian losses are included. 
There are as yet no formal 
rebuilding Iraq The massiveness of the 
reconstruction of the Middle East in the next few 
and the amount of money required are such that 
nation is eyeing it very closely in hopes of a 
of the pie. Out of gratitude to the nations that 

it, the government of Kuwait will award cont 
according to the contribution of a nation Since the U. 
led the allies in standing up to Iraq and recapt 
Kuwait, American companies are best placed to win 
contracts. Kuwait has even commissioned the U §. 
Corps of Engineers to take care of project bidding 
subcontracting It is only natural therefore that 
firms would have a leg up on their competition. 
ported by their governments, British 
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oul a special plan in January of 198K, the said institute 
completed a report entitied “Study of the Law Gov: 
erning the Control and Management of State-Owned 
Monetary Organs (Draft) This report subsequently was 
submitied to the Ministry of Finance, bul three years 
have since passed and nothing final has yet come out 
from the Ministry of Finance. It is really a case of 
“hearing footsteps on the siairs, bul seeing fo one 
coming down ” 


If a bill has undergone repeated studies, its enactment 
has been urged by various quarters, and if it is forever 
held up in the Ministry of Finance, there have to be 
special reasons for that As we understand, i is mainly 
due to the eatremely comples control and management 
sysiom that applies to Taiwan's state-owned monetary 
organs Jurisdiction over them is exercised not only by 
the Ministry of Finance, the Central Bank, and the 
provincial (municipal) finance department (bureau), but 
also by organs of the will of the people, and by audit, 
personnel, bucget, and comptroller offices, and sub- 
jected further to the supervision and interference by 18 
other competent authorities Under the system of a 
five-branch constitutional government, apart from the 
Judicial Yuan with its special functions, there is the 
Executive Yuan, which is of course the highest compe- 
tent authority over the state-run banks, the slative 
Yuan in charge of budget, the Examination Yuan in 
charge of personnel, and the Control Yuan in charge of 
audit, Thus, four of the five yuan are charged with 
control functions over the siate-run banks Any move to 
raise the economic efficiency of the state-run banks and 
to give them greater autonomy in personne! matters. 
even if approved by the Executive Yuan, would sll 
require coordination with the Examination Yuan After 
a. is approved by the board of directors and 

to the Ministry of Finance for their record, if 
one were then to stop = it to the Legislative 
Yuan and the provincial y. would they willingly 
give up their vested powers” Also, if one would want the 
audit component not to write off bad debts and consider 
them “operational financial losses of the agency con- 
cerned” without pursuing administrative and financial 
responsibilities—which 1s after all an unavoidable phe. 
nomenon all over the world in the case of bank loans— 
would the audit components understand that” Would the 
Examination Yuan be willing to give up its responsibil. 
ities” For the purpose of implementing greater autonomy 
for state-run banks in their business operations, and 
particularly to enact a law for the control and manage- 
ment of state-run banks (or monetary components), 1 
would be necessary to get nd of the current legal restric: 
tions with regard to personnel, budget. audit, and comp- 
troller affairs Even if the president of the Executive 
Yuan would give his support, it would still be necessary 
to obtain cooperation from the heads of the other three 
yuan, otherwise the said tion can never be passed 
by the Legislative Yuan If approval of the three yuan 
presidents has to be lined up. would the minister of 
finance have the capability to achveve that” The vanous 
persons who have occupied the post of finance minister 
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have indeed had the intention to grant greater autonomy 
to the state-run banks and to faie thei operational 
efficiency, but after realizing thal it is necessary to 
coordinate action with the three yuan outside the exce- 
utive system, they all recognized the difficulties and gave 
up. lt is for this * that the law governing a 
and management of state-run s hever 

from within the Ministry of Finance for over 20 years 
Even Minister Wang Chien-heuan, nicknamed “the 
small cannon,” saw no better way, after he had familar: 
ized himeelf with the situation, than to send the draft bill 
to the All-China Monetary Affairs Conlerence for further 
discussion and to await general consensus there, with the 
hope that pressure from public opinion will bring about 
support from the other three yuan Although we are 
optimistic that this can be achieved, as far as time is 
concerned, action will do little to save an immediate 
critical situation We are therefore ing that it is 
necessary to thoroughly resolve the di ties encoun: 
tered by the state-run banks by releasing shares held by 
the government in those state-run banks which, policy- 
wise, need not be government-operated and transfer 
them to private ownership, also to assume a unified 
stand in the coming banking competition, and to render 
even st assistance to the raising of monetary 
standards As to the resolution passed by the provincial 
assembly to retain a 5] percent majority in the three 
commercial banks, we must enjoin the provincial gov- 
ernment, through coordinated effort of party and 3 
ernment, to reconsider and rescind the previous . 
sion, 80 as to allow the three commercial banks to 
become privatized at an early date Feasibility is in this 
way by far greater than any of the above-mentioned 
legislation, and it would, moreover, be more of a funda- 
mental plan of action 


Editorial Views Currency Inflow, Outflow Quotas 
VIC RO4S9A Taper CHING-CHI JIH-PAO in Chinese 


[E¢dvtional “Views on Central Bank Readjustment of 
Currency Inflow and Outflow Quotas”| 


{Text} The Taiwan Central Bank readjusted its nongov- 
ernmental currency inflow and outflow quotas yesterday 
(1S March 1991), raising the currency inflow quota per 
person from $2 million to $3 millon a year, and low. 
ering the currency outflow quota per person from $5 
million to $3 million a year The Central Bank gave four 
reasons for this unusual readjustment of its currency 
inflow and outflow quotas, some have merit and others 
are farfetched The following 1s an analysis of the Central 
Bank's reasons and our views 


1. The Central Bank points out that 11 greatly cased its 
foreign exchange control on 15 July 1987, setting the 
currency inflow quota per person at $50,000 a year, and 
the currency outflow quota per person at $5 millon a 
year, which left a wide gap between them. This was 
because Tarwan's daily accounts were showing a steady 
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huge surplus, there was a large inflow of nongovern: 
mental capital (commonly referred to as hot money), and 
the Money supply was increasing rapidly To stabilize the 
money y, the currency inflow quota was set low In 
addition, Taiwan had long practiced sirict foreign 
exchange control, Taiwanese demand for foreign 
exc was restricted, there was the possibility that a 
great for currency outflow might arise once 
control was cased The central bank had ample foreign 
exchange reserves to cope with the situation, it set a 
generous currency outflow quota to meet demand How: 
ever, Taiwan's daily accounts surplus had decreased and 
there was an outflow of vernmental capital since 
198K, inducing the Central to raise the currency 
inflow quota four times up to $2 million, and to raise it 
to $3 million with this fifth readjustment, there was still 
a sizeable gap between the currency inflow quota and the 
$5 million currency outflow quota To prevent foreigners 
from misunderstanding the Central Bank's gap between 
inflow and outflow quotas as interfering in the new 
Taiwan dollar exchange rate The Central lowered 
the currency outflow quota by $2 million to make it the 
same as the currency inflow quota of $3 million, to 
eliminate the criticism that it was using readjustment as 
a pretext to create an exchange rate deviation. The 
Central Bank announced in carly Apml 1989 that it 
would no longer interfere in the exchange rate or cur- 
rency conversion, we fully approve of its current read- 
justment to make currency inflow and outflow quotas 
the same to eliminate this criticism 


2. The Central Bank's sudden lowering of the currency 
outflow quota by $2 million, was the first time it has 
taken such a step since it eased its foreign exchange 
control. Their explanation was that the Taiwanese had 
no exceptional demand for foreign exchange over the last 
three and one-half years Statistics for the last three and 
one-half years show that currency outflow per person has 
actually a only $15,000 to $26,000 a year. For 
example in 1990, only four per 10,000 declared 
currency outflows of more than $3 million As the larger 
quota seems to have no substantive significance, low- 
ering it by $2 million would not be inconvenient or have 
an adverse impact. We cannot with this argument 
1. The $5 million currency ou quota had no sub- 
stantive significance, so why lower it” If the currency 
inflow and ouflow quotas must be the same, and there 1s 
a net capital outflow in the next three years, what 
substantive significance will there be in a $3 million 
currency inflow quota? Why not raise the currency 
inflow quota to $5 million to better display a spint of 
foreign exchange freedom” 2. According to Central Bank 
Statistics, alt few people had currency outflows 


exceeding $3 million in 1990, there were still four per 
10,000. Will this not have an adverse impact on the 
number of those who will have currency outflows of 
more than $3 million” The government has recently been 
calling for sirict investigations of excessive use of num- 
bers, how can the Central Bank not be aware of this 
problem” When taking such actions, the government will 
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have to bear part of the responsibility for people not 
observing the law and discipline 


\, Since foreign exchange control was greatly eased in 
1987, Taiwan's nongovernmental capital outflow has 
increased year after year. The net amount of direct 
foreign investment and other long and short-term cap- 
ital outflow in the Central Bank's international balance 
of payments was $7.5 billion in 1988, increased to $8.2 
billion in 1989, and rose even more in 1990 to $10.7 
billion This rapid outflow worried the Central Bank into 
lowering the currency outflow quota. Such reasoning is 
absolutely untenable because, under such widespread 
conditions, what substantive significance is there in 
lowering the currency outflow quota” In particular, as 
the Central Bank still has an enormous foreign exchange 
reserve of over $70 billion and a huge balance of trade, 
there is less chance of currency outflow. For instance, if 
there had not been a $26.4 billion currency outflow over 
the last three years, how could the exc rate between 
the new Taiwan dollar and the U.S. dollar have 
remained so stable” Without this currency outflow, the 
Central Bank would have had to issue over $700 billion 
NT (new Taiwan) more of mandatory currency to keep 
the new Taiwan dollar exchange rate stable What kind 
of an impact would this have had on Taiwan's money 
markets, over which control had already been eased too 
much in the last three years, not to speak of its even 
greater impact on inflation” If the Central Bank had not 
intervened, but had left the ¢ rate to be deter- 
mined by market supply and and the exchange 
rate between the new Taiwan dollar and the US dollar 
had risen to about $20 NT to $1, how much might 
Taiwan's economy have declined” 


4. To acquire the large amount of funds needed for the 
“Six-Year National Construction Plan,” the Central 
Bank hoped to slow the currency outflow through a show 
of policy. This reason is also farfetched Based on the 
funding estimate for the “Six-Year National Construc- 
tion Plan.” while excess savings deposits over the next 
six years will decrease from $347.5 billion NT in 1990 to 
$137.7 billion NT by 1996, there will still be excess 
savings deposits. Moreover, it 1s assumed that the sav- 
ings its generated over the next six years will be 
enough to offset Taiwan's investment needs without a 
restriction of capital outflow by the Central Bank, not to 
mention that over $3 trillion NT in excess savings were 
accumulated in the last decade. If the Central Bank 
effectively controls capital outflow and our favorable 
balance of trade continues, it will either be impossible to 
keep the ex rate stable, or there will be a large 
outflow of tory currency issued by the Central 
Bank, which would have an even more adverse impact. 


In summary, the Central Bank's real reason for this 
readjustment of its currency outflow and inflow quotas is 
quite simply to avoid U.S. pressure on Taiwan's 
exchange rate. the first of the above reasons 1s enough. 
while the others are superfluous Moreover, while there 
might be no substantive significance in raising the cur- 
rency inflow quota from $3 million to $$ million to 
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avon coticiem of pressure from oihers, it would move 
fully reflect a spirit of foreign exchange freedom 


fgpesment Shashes Go Gullding Vert Nestea 


OW 2804084091 Taipei Domestic Service in Mandarin 
2400 GMT 26 Apr 9! 


Text] The Executive Yuan held a meeting of relevant 
ranking officials from the Ministry of Economic 
Affairs, the Ministry of the Internor, and Taiwan Power 


Company on 26 April. A major agreement was reached 
at the meeting on the construction of the fourth nuclear 


power plant 


Economic Minister Hsiao Wan-chang has confirmed 
reports that the government has decided to begin 
mounting concrete warm-up activities Neat week for the 
power plant's construction, in the hope of —— 
support among the people and motivating them to 

for the resumption of construction to meet the pressing 
need for new sources of power 


Trade Council To Develop European Market 


OW 2904093191 Taipei CNA in English 0820 GMT 
29 Apr 9! 


(rest) Taipe:, April 29 (CNA)}—The China External 
rade t Council (CETRA), a semi-offical 
trade promotion body, will adopt a senes of measures to 
help local manufacturers develop European markets. a 
ranking CETRA offical said. 


Liu Ting-tsu, CETRA general secretary, said that the 
Eu Community with its 12 member countries is 
the ic of China's [ROC]'s third largesi trading 
ner, next only to the United States and Japan. 
ilateral trade between the ROC and EC totaled 
US$ 18.4 billion in 1990, 14.7 percent of the ROC’s total 


foreign trade. 


Liu said, ) owever, that quota restrictions imposed by the 
EC on foreign goods, the lack of market information and 
underdeveloped market networks contribute to local 
manufacturers’ weak promotional efforts in that area 
with great potential. 


As the European Community will become a unified 
market in 1992, new trade barrier will arise, CETRA 
said. In order to quickly develop European markets and 
to increase exports to that area, ( FTRA will cooperate 
with the Chunghua Economic Research Institute in 
analyzing five potential industnal markets electronic 
parts and components, computers and penpherals, hard- 
ware tools, leisure goods and leather goods. 


Other measures to help local manufacturers make 
imroads into the area include. 


—Providing local manufacturers with the latest Euro- 
pean trade and economic regulations and market 
information. 
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~ Actively promoting the advantages of Taiwan enter- 
pres over their foreign counterparts through various 
C channels, 


Assisting Manufacturers to participate in trade exhibs- 
tions and other trade promotion activities there, and 


— —— — government agencies to improve the 
training of European languages skills and marketing 
personne! 


Motorcycle F xports to Mainland Increase 
OW 2004111391 Taipei CNA in English 0809 OM] 
29 Apr 91 


Nam Taipes, April 29 (CNA)}—Exports of motorcyles to 

China increased sharply in the first quarter of 
1991, nearly doubling to 1,000 units per month, a 
manufacturer said 


Motorcycle manufacturers here are impressed with the 
great consumer market potential of Mainland China's 
one billion people also want to diversify markets 
to places other than Taiwan which [as received] the 
market 1s already saturated 


An analysis by Sanyang Industrial shows, however, that 
the fast growth in motorcycle exports has more to do 
with Taiwanese businessmen and tc) nicians working in 
— China than with expanding consumer markets 


San said that with the end of the period of mobil- 
zation the suppression of the communist rebellion 
expected soon the number of Taiwan entreprenuers 
traveling to the mainland on business has increased 
sharply Since gas is strictly rationed on Mainland 
China, even those who can afford to buy cars have to buy 

t motorcycles to get about the vast land, 
Sanyang added 


Singapore Bank To Open Liaison Office 
OW0105 10449) Taipei CNA in English 0833 GMT 
| Way 9/ 


[Text] Taipei, May | (CNA}—The Finance Ministry 
approved Tuesday an application by Singapore's second 
largest bank, the United Overseas Bank Ltd. to establish 
a haison office here The International Bank of Singa- 
pore Ltd and the Development Bank of Singapore Ltd. 
have already opened offices. 


The United Overseas Bank was established in 1935 and 
had assets of US $13.2 billion by the end of 1989. It is 
the world’s 289th largest bank 


Electronic Company Acquires Factory in England 
OW0305 175091 Taipe: CNA in English 1526 GMT 
3 May 9! 


Text] London, May 3 (CNA}—A Republic of China 
ROC) electronics company has made an investment in 
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the north of England, a move well received in the region, 
which has been trying to bring in foreign manufacturers 
in order to create More jobs. 


The Lite-On Corporation of Taipei has successfully 
acquired a seen, in Wansbeck, Northumberland, 
making it the first ROC company to invest in England's 
northern region Contracts were signed on Wednesday 
for the buyer to formally take over Northern Power 
Electronics [NPE] Lid. from its administrative receiver 


The acquisition is important for both a ~ and 
NPE in that without a takeover, the plant soon be 
liquidated after ~~ into receivership earher this 
year The purchase secured the job of some 70 
employees and an extra 80 jobs are expected to be 
created within the next few years. 


John Dersiey, the Department of Trade and Industry 
official responsible for the northeast's inward invest. 
ment, said: “We are delighted to welcome the first 
Taiwanese company's investment in the region and are 
especially pleased it has chosen Wansbeck " 


The Lite-On's acquisition represents the first overseas 
investment in Wansbeck District since 1979. 


“Their commitment will safeguard the former activities 
of NPE and their plans for expansion are also very 
encouraging.’ said lan Swithenbank, leader of Northum- 
berland County Council. 


The ROC manufacturer of computer power supplies and 
monitors plans to invest two million pounds over the 
next four years. 


Power supply systems produced by both the Lite-On and 
NPE already have a substantial market share in Europe 
and the new company created after the acquisition, the 
Lite-On (NPE), will concentrate on the expansion of 
European sales. 


Nearly all of the staff at the plant will remain, with only 
one personnel from Taiwan added to act as 4 co- 
ordinator between Wansbeck and Taipe: 


Lite-On is the world’s third largest led maker and 
employs 6,000 people worldwide with an annual turn- 
over of 425 million U.S. dollars. The company has 
acquisitions in the United States and plants in Malaysia 
and Thailand. The value of the company’s latest acqui- 
sition is not disclosed. 
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The takeover marks a big success for the northern 
development company The semi-governmental devel: 
opment agency has long been pursuing ROC investment, 
Breed. y in the electronics sector, into the north of 


So far four other ROC firms, including Tatung Uk, 
which now celebrates 'ts tenth year in this country, have 
set up manufacturing bases in other parts of England, 
Wales, and Scotland. 


Bank of Tokyo Joins Taipei Call-loan Market 


OW0305 140191 Taipei CNA in English 0813 GMT 
3 May 9! 


{Text} Taper, May 3 (CNA) The Bank of Tokyo for- 
mally became a member of Taiper's Interbank Call-loan 
Center yesterday, the third Japanese bank to join the 
local call-loan market. 


The move sent the turnover in Japanese currency to a 
record | 1.2 billion yen. 


Yen trading began Feb) 8 when Daiichi Kangyo Bank 
became the sole supplier of Japanese currency The Mitsub- 
ish) Bank joined the local call-loan market Apni 25. 


Turnover in US. greenbacks totaled 620.9 million US. 
dollars yesterday, a normal level, Deutsche Mark trans- 
actions exceeded one million. 


Firm To Invest in Indonesian Petroleum Project 


OW 0405 175091 Taipe: CNA in English 1459 OMT 
4 May 9! 


[Text] Jakarta, May 4 (CNA}—A nonbank financial 
institution in the Republic of China on Taiwan and a 
consortium of three Indonesian companies have agreed 
to finance a | 5 million US. dollar petroleum base camp 
on Madura Island, the JAKARTA POST reported Sat- 
urday 


The base camp will be used to support |2 drilling 
companies offshore East Java and Bali, the report said. 


“The construction of the base 1s expected to start 


Zz 


Supervision of Enterprises in East Java, was quoted by 
the newspaper as saying after a meeting with the prov- 
ince’s goveror in Surabaya on Thursday. 


“Actually, the construction has already started and the 


consortium has invested some 700,000 US. dollars 
while waiting for partners,” he said. 


=F companies as well as the state-owned oil com- 
pany 











116 HONG KONG, MACAO 


Political Significance of 1991 Elections Questioned 
9/CM029/4 Hong Kong TANGTAL/CONTEMPORARY) 
in Chinese No 62, 2 Feb 91 pp 21-22 


[Article by Le: Ching-hsuan (7191 4552 3872): “Obser- 
vation on the 1991 Election—Impediments to the 
Growth of Political Groups" 


[Text] Elections are a direct means of promoting the forma- 
tion of political groups. Exigencies of the election campaign 
compel every candidate to set up an organization or to seek 
the support of an existing organization. The larger the 
electorate, the more important the role played by the 
organizational component. After the election 1s over, to get 
propositions implemented and gain influence on various 
policies, the successful candidate will have to cooperate 
hand in hand with other elected delegates who hold the same 
political views. All these factors lead to the formation of 
political groups. In the West, it was as a close consequence 
of elections that political parties achieved their develop- 
ment and consolidation 


Over the Threshold Toward Formation of Political 
Parties 


In we Kong, the formation of political groups has also 
made fairly rapid progress during the past 10 years. 
From the pressure groups that had appeared in the 
1970's things have now progressed to a phase of political 
discussions and participation in political affairs, and the 
threshold has indeed been crossed toward what might be 
called a “transformation into political parties.” In this 
process of development, elections are providing a strong 
impetus However, it cannot be denied that up to today 
the “personal component" is more important than the 
“group t’ in Hong Kong elections. The best 
guarantees a candidate to be elected are still his 
achievements from individual effort, the degree of his 
personal prestige, and his relations with the constitu- 
ency. group support is of rather secondary importance. 


However, the 1991 elections could provide strong 
impetus for the development of political groups. The 
larger electorate, the broader area involved in the elec- 
tion, the considerable resources needed in the campaign, 
and considerations of postelection cooperation are all 
factors that will cause candidates to seek organizational 
support, while the group to which the candidate belongs 
can also to some degree have an important influence in 
guiding the electorate when they cast their votes. On the 
other hand, the certain composition of the vanous 
political groups, which will become evident before and 
after the election, will help us clanfy the relative strength 
of the different tendencies, and will allow us to foresee. 
to a certain degree, the coming political direction 


In the 1991 election, although positively furthering the 
development of political groups, there still exist many 
restraints in vanous directions. It 1s as if an upper limit 
has been imposed in advance on the development of 
political groups. Operations of political groups will 
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therefore be restricted within a limited space These 
restraints show mainly in two areas 


First, in the present and future election system. All 
elections will be on the principle of a “plurality of 
channels.” There will be direct elections by district, but 
also elections by functional groups, and in future there 
will also be an election committee, which will be consti 
tuted mainly by functional groups. As far as the political 
groups are concerned, allowing them the official function 
of competing with each other for power us limited to a 
certain scope, while the various functional groups, whose 
membership will be predetermined, will be like a string 
of independent little kingdoms, with widely differing 
conditions in each of them. Within these, the political 
groups will find it extremely difficult to build strength 
On the contrary, because of the existence of the func: 
tional organizations, it will rather be some social groups, 
which orginally had no political mission at all, that 
could easily assume political roles, good examples of 
such being the Federation of Labor Unions and the 
General Chamber of Commerce. This will actually 
amount to a direct weakening of the position and influ. 
ence of political groups. Many candidates will not need 
to attach themselves to political groups to gain entry into 
the power system, and many voters will not need the 
support of political groups to get their own representa- 
tives elected, all this greatly limits the space for devel- 
opment of political groups. 


The Year 1997 Will Bring a New Power Center 


Second, the year 1997 will bring a new power center, 
which, institutionally, can be said to be quite unrelated 
with the three-tier elections to be held in in 1991. The 
district boards and the two urban councils, should they 
indeed survive, will in future at most be only of an 
advisory nature, organs without political power and with 
very limited authority. As to the future Legislative 
Council, because, as mentioned, the “plurality of chan- 
nels” procedure will be maintained for this generation of 
council members, the opportunity for any political group 
to form a majority party in the legislative council 1s zero 
The situation in the Legislative Counci! will therefore be 
that there will be the continued large number of groups 
and individuals. There 1s, furthermore, the voting pro- 
cedure prescribed in Appendix Il of the Basic Law, 
which leaves extremely little room for Legislative 
Council initiative in the determination of any kind of 
policy On the other hand, the future power center will be 
concentrated in the person of the chief executive, and the 
chief executive will be elected by a selection committee 
(first stage) and later by an election committee (start of 
the second stage). Looking at the relevant procedure 
outhned in the Basic Law. the committee that will select 
the chief executive will be guided mainly by the “per- 
sonal component,” and there will be little room for 
political groups to have any influence in the matter As 
to the constitution of the selection and election commit- 
tees, the position of members of the legislative counc! 1s 
completely insignificant. This way of arranging things 
amounts to precluding the political groups from the 
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process of selecting the power center. In the 1991 elec- 
tion, and more so in the 1995 election, the political 
groups that have developed by leaps and bounds may not 
necessarily have any influence at all on generating the 
new power center after 1997. These prospects are, of 
course, a large impediment to efforts by the political 
groups to attract talent, to procure resources, and for 
more extensive work among the electorate. 


In view of the setup for future elections and of the future 
power structure of the government, we can more or less 
arrive at the following conclusion: There is still some 
room for political groups to develop, and the 1991 and 
1995 elections will provide advantageous conditions for 
the consolidation of political ps. However, to be “at 
the helm of the state” is for them completely out of the 
question. There is also no chance that a Western-style 
political party government will come into being (..¢. 
political parties being the main force determining and 
implementing all policies). In the process of generating 
the power center, the personal component is most impor- 
tant, and the influence of political groups 1s correspond- 
ingly limited. 


The 1991 Election and Deliberation and Formulation of 
Public Policy 


In addition to chosing those who will wield power, an 
election has yet another function, namely to debate, 
deliberate, and formulate public policies. This is due 
mainly to the fact that during the election campaign the 
various groups or individuals participating in the elec- 
tion campaign clearly and systematically spell out their 
particular propositions and political programs and cnt- 
ically assess various policies and issues, the electorate at 
this time also reacts in a sensitive and vigorous way to all 
these various ideas. Through continuous debate and 
extensive deliberations it 1s possible to come to a sensible 
conclusion on important public policies, and later, after 
the election, the successful candidates can, on the basis 
of all the information that has come forth, proceed to 
formulate or amend public policy. 


In view of the 1991 election, all participating groups and 
individuals will present their particular political pro- 
grams, and in their totality these will more or less reflect 
those issues that are presently the primary concern of the 
people of Hong Kong, and also show what tendencies are 
evident in these issues. However, because of the very 
extensive limitation that will exist in the 1991 elections, 
we cannot have very high hopes that this kind of debate 
will take place. 


Very Limited Powers of the Delegates 


First, because the powers of elected delegates are in fact very 
limited. some truly important questions for Hong Kong will 
in the end receive no great attention in the campaign 
propaganda, for instance the CPC-Hong Kong relationship, 
financial policy, and so on. This is possibly so because the 
candidate shuns the subyect or 1s insufficiently informed, or 
because he fears to offend some sector of the electorate. 
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What will be included in the political program will therefore 
quite possibly be things connected with daily life, but ata 
very low level of the issue 


Second, in the foreseeable future the power to determine 
public policy will be firmly in the hands of the Hong 
Kong Government. Functions of the delegates, whatever 
their rank, can only be to exercise some superficial 
criticism here and there. As the voters generally also very 
clearly understand the limitations of the candidates in 
this respect, they actually do not demand that the 
candidates present complete political programs. The 
function of the political program is mainly for the 
candidate to ingratiate himself with as large a proportion 
of the electorate as possible, it 1s not the basis on which 
he will be recognized in actual practice. Finally, as some 
debatable and controversial issues will frequently be 
suppressed and not mentioned, the views of the various 
candidates will become very much identical. Some indi- 
vidual candidates may defer to the different situations in 
their constituencies, or purposely emphasize one or two 
special propositions in order to attract a certain sector of 
the electorate, but in general, it will be difficult to 
delineate the particular features and strengths of the 
different factions. The situation in the 1991 election ts 
therefore one in which the “personal component” 
amounts to more than the “group component,” but that 
within the “personal component” various personal qual- 
ities will be of primary importance for the candidate (his 
achievements, degree of prestige, connection with his 
constituency, record of service), while his propositions 
and political program will be of secondary importance. 


Another problem related to the formation of public 
policies 1s that, after the .991 election, the delegates to 
the Legislative Council directly elected by the voters will 
have the majority of seats (39 seats in a total of 60 seats); 
will it then become possible for these delegates and 
political groups to gradually gain a dominant position in 
determining policies and legislative processes’ This is 
highly unlikely in the foreseeable future, because dele- 
gates generated by the functional groups will continue to 
act strictly according to their particular lines of business, 
and because delegates elected by direct district elections 
will be divided among themselves in many small groups, 
incapable of arriving at a unified view and incapable of 
uniting for action. The government can rely on ex-officio 
Oi: appointed delegates to occupy one-third of the seats 
and on its additional persuasion of some of the directly 
elected delegates in the case of any particular bills to 
easily ensure its passage Moreover. since the political 
groups are as yet in the initial stage of formation, they 
will not be in a position to render effective assistance to 
the delegates in the drafting of bills, which will make it 
even more difficult for the delegates, who will have to 
rely on only their own individual strength, to exercise 
any initiative in the legislative process. For this reason, 
the Legislative Council that will face the executive power 
after the 1991 election will still be un a passive state. The 
Hong Kong Government will certainly have to be better 
than in the past in its persuasion of members of the 
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Legislative Council and in converting them to the view 
of the government, but the Legislative Council can 
certainly never pose any threat for the government. 


C oaclusioa 


Summing up the three-directional analysis conducted 
above, we can roughly draw the following conclusions. 
Although direct elections by districts will be introduced 
in the 1991 election, and although these elections will 
thereby have increased importance and become more 
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generally attractive than what elections had been in the 
past, the three-tier elections of 1991 can hardly deserve 
to be called a very important or a crucial election. The 
1991 election can only play a very limited role with 
regard to providing an outline of the future political 
leader and with regard to the status of the vanous 
political groups and the direction that all the various 
public policies may take. Future political developments 
in Hong Kong will not assume a brighter aspect because 
of the holding of the 1991 election. 
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